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To Qur Stockholders

To Our Stockholders:

After two years of losses, 2002 was essentially a breakeven year
for Plymouth Rubber Corapany. A small net profit of $101,000
($.05 per share) was achieved, compared to a net loss of
$2,899,000 ($1.42 per share) in the previous year. This $3
million turnaround was accomplished despite a 1.9% sales
decline, to $65,259,000 from $66,498,000 in 2001.

The year was also marked by careful cash management, and by
the negotiated restructuring of our long-term debt (described
elsewhere in this Annual Report). While the need to manage cash
wisely will persist throughout 2003, the restructuring should
give us the financing base on which to continue our turnaround.

Although we were able to record small vear-to-year sales gains
in Brite-Line Technologies” highway marking tapes and in Eur-
opean tapes, our domestic tape sales were quite weak, reflecting
the sluggish U.S. economy We were especially affected by the
continuing slowdown in commercial construction, which is
normally a major user of our electrical tapes.

In the early part of 2002, our margins benefited from a sharp
decline in raw materials costs (which has since vanished), and,
throughout the year, our European sales and margins gained
from the gradual weakening of the US dollar vs. the Euro
(which has continued). We are now competing more aggres-
sively in European markets, with products manufactured both
in Europe and in the U.S.

Mostly, though, the improvement to breakeven performance in
2002 was the result of very real cuts in expenses and overhead
during 2001 and 2002. It was unavoidably necessary to adjust
our entire cost structure 1o current economic realities; this was
done through a variety of painful but effective steps which
involved, and affected, all of our employees. All told, the impact
of these reductions was estimated at some $3 million per year,
and most will continue in effect until we can generate a sharp
increase in demand for our products.

To that end, looking forward, we have identified and are pur-
suing a number of important opportunities for sales growth,
even in the current economy.

President

The most exciting of these involves a major repositioning of
our electrical tape product lines, designed to gain share signif-
icantly in both wholesale and retail markets. This- began in
2002 with a commitment to higher service and quality goals,
which have been achieved for these markets, and which will
be maintained (or raised) in the future. It is continuing in 2003
with the recent introduction of improved products, new pack-
aging, new pricing and commission structures, and greatly
strengthened marketing resources and support. These initiatives
are already beginning to show results, and we believe that we
will be able to expand our share of these markets for the next
several years.

In the automotive harness tape market, we continue to gain
placements with suppliers to various U.S. and foreign car man-
ufacturers, and we are excited about rapidly expanding sales
opportunities in certain foreign markets, for which we’re explor-
ing local manufacturing options. We also anticipate continued
growth in sales of calendered PVC films, helping to achieve
higher utilization of our installed manufacturing capacity.

At Brite-Line Technologies, we are looking forward to a good
year, both domestically and abroad, and we have been espe-
cially encouraged by initial reactions to our new DropOnLine™
profiled thermoplastic highway marking system. This product
is widely adaptable to a variety of climates and road surfaces,
and offers important advantages in terms of cost, speed of
application, safety, and physical performance over traditional
thermoplastic marking systems.

As this is written, the U.S. economy seems to be holding its
breath, poised between recovery and further decline, as the
world stands poised between peace and war. We are concerned
about rising costs for materials, energy, and insurance, and a
mytiad of other uncertainties remain. Nevertheless, we are opti-
mistic that we are on the right track to begin to grow our sales
again, which will be the key to higher and sustained profita-
bility for Plymouth Rubber Company in the future.

March 19, 2003
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Chairman
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PLYMOUTH RUBBER COMPANY, INC.

PARTI
Item 1. Description of Business

Plymouth Rubber Company, Inc. and its subsidiaries primarily operate through the following two business segments:
Plymouth Tapes and Brite-Line Technologies. Management has determined these to be Plymouth Rubber Company’s
business segments, based upon its process of reviewing and assessing Company performance, and allocating resources.
Plymouth Tapes manufactures plastic and rubber products, including automotive, electrical, and industrial tapes. These
products are sold either through sales personnel employed by the Company and/or through distributors and/or
commissioned sales representatives. Brite-Line Technologies manufactures and supplies rubber and plastic highway
marking and safety products, sold through sales personnel employed by the Company.

The Company purchases raw materials from a variety of industry sources. Principal raw materials include resins,
plasticizers, synthetic and natural rubber, and textiles. There are a number of alternate suppliers of materials. The
primary sources of natural rubber are domestic suppliers with operations in Southeast Asia; in addition, textiles are
acquired from both domestic and foreign sappliers. While temporary shortages of raw materials may occur occasionally,
these items are currently readily available. However, their continuing availability and price are subject to domestic and
world market and political conditions, as well as to the direct or indirect effect of United States government regulations.
The impact of any future raw material shortages on the Company as a whole cannot be accurately predicted. Operations
and products may at times be adversely affected by legislation, shortages, or international or domestic events; however,
at this time, management is not aware of any legislation, shortage, or events which will materially affect the Company's
business.

The Company owns a number of patents and/or intellectnal property rights on products manufactured. Patents held and
licenses granted do not materially affect current operations.

Because products are manufactured for inventory as well as to order for specific customers, both the order backlog and
the inventory turnover vary significantly from market to market. In general, on a Company-wide basis, the backlog
is equivalent to approximately one month's sales volume. The Company grants various payment terms in accordance
with the standards dictated by individual markets; however, extended payment terms generally are not granted with the
exception of certain foreign markets where payment terms may consider local customs and practices.

The markets served by the Company are highly competitive. Competition comprises a number of domestic and foreign
companies, some of which have larger sales organizations and substantially greater resources than the Company. In
general, the Company regards itself as having an average competitive position in the industry, although, based on
available market information, it is believed that the Company is a significant factor in, and has captured significant
shares of the markets for friction, rubber and vinyl tape products. The estimated number of competitors varies from
market to market. The Company relies upon product design, product quality, price and service to maintain its
competitive position in the markets served and no single product accounts for a predominant amount of the Company's
total sales volume. Since 1988, the Company has been the primary source of PVC (vinyl) harness tapes for the North
American wire harness operations of the Delphi Packard Electric Division ("PED") of General Motors and its successor
corporation, Delphi Automotive Systems Corporation (“Delphi”) which was spun off from General Motors as of May
1999, and has also supplied part of PED's and Delphi’s tape requirements for Europe and South America. In 2000, the
Company signed a new contract with Delphi to supply PVC and some textile tapes until 2005. Delphi accounted for
approximately 33%, 33% and 31% of the Company's net sales in 2002, 2001 and 2000, respectively. As Delphi
constitutes a significant percentage of the Company's sales, loss of the business would have a material adverse effect
on the Company. The Company is diversifying its automotive tapes business by adding new customers in the United
States and abroad, and by developing new tapes for harnessing, as well as other products for other markets. The
following table sets forth information with regard to competition in the worldwide markets from which the Company
derives its largest volume of sales:




Estimated No. of Dominant or
Market Competitors Major Competitors

Electrical Tapes 15 M
Automotive Tapes Numerous None
Industrial Tapes & Films Numerous None
Highway Marking Tapes 6 M

The Company is subject to various federal, state and local environmental protection regulations. To date, compliance

with these regulations has not had a significant effect upon the capital expenditures, earnings or competitive position
of the continuing operations of the Company. Refer to Item 3. Legal Proceedings and Note 11 of the Notes To
Consolidated Financial Statements for a discussion of environmental liabilities associated with past operations.

With the exception of Plymouth Rubber Europa, S.A., the Company has no manufacturing operations in foreign
countries; products sold to foreign customers are either exported from the United States or shipped from inventories
maintained in foreign countries. Sales and purchases are largely performed in U.S. dollars. Certain sales and purchases
are performed in foreign currencies.

The Company employs approximately 400 people.

The Company files its annual report on Form 10-K, quarterly reports on Form 10-Q, and current reports on Form 8-
K with the Securities and Exchange Commission (the "SEC"). The Company reports filed with the SEC are
available at the SEC's website at www.sec.gov.

Item 2. Properties

Substantially all of the Company’s manufacturing, administrative and principal sales facilities are owned and are located
in Canton, Massachusetts. These facilities comprise approximately 500,000 square feet. Plymouth Rubber Europa,
S.A., owns an 11,000 square foot facility in Porrifio, Spain, and Brite-Line Technologies, Inc. leases a 50,000 square
foot facility in Denver, Colorado.

The Company rents space for its sales operations at various locations. These rentals are not material in the aggregate.
The Company believes that its facilities are suitable and adequate for its current needs, and that its facilities and

technology are competitive with those of its principal foreign and domestic competitors. For further information with
respect to security interests in the properties of the Company, see Note 2 of the Notes to Consolidated Financial
Statements, herein.

Item 3. Legal Proceedings
Environmental
Claims under CERCLA

The Company has been named as a Potentially Responsible Party (“PRP”) by the United States Environmental Protection
Agency (“EPA”) in two ongoing claims under the Comprehensive Environmental Response, Compensation and Liability
Act (“CERCLA”). These CERCLA claims involve attempts by the EPA to recover the costs associated with the cleanup
of two Superfund Sites in Southington, Connecticut--the Solvent Recovery Service of New England Superfund Site
(“SRS Site”) and the Old Southington Landfill Superfund Site (“OSL Site”). SRS was an independent and licensed
solvent recycler/disposal company. The EPA asserts that SRS, after receiving and processing various hazardous
substances from PRPs, shipped some resultant sludges and wastewater from the SRS Site to the OSL Site.

The Company received a PRP notification regarding the SRS Site in June, 1992. The EPA originally attributed a 1.74%
share of the aggregate waste volume at the SRS Site to the Company. Remedial action is ongoing at the Site, and the
Company is a participant in the performing PRP group. Largely because of “orphaned” and non-participating parties’
shares, the Company most recently has been contributing approximately 2.24% toward the performing PRP group’s
ongoing expenses. Approximately $15 million in response costs have been spent or committed at this Site. Based upon
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the extensive investigations and remedial actions conducted at the Site to date, it is presently estimated that the total
future costs at the SRS Site may range from approximately $18 million to $50 million. In the accompanying consolidated
financial statements as of November 29, 2002, management has accrued $437,000 as a reserve against the Company’s
potential future liability in this matter, which is net of approximately $289,000 in payments made to date by the
Company.

The Company received a PRP notification regarding the OSL Site in January, 1994. In addition to numerous “SRS
transshipper” PRPs (such as the Company), the EPA has named a number of other PRPs who allegedly shipped waste
materials directly to the OSL Site. Based on EPA’s asserted volume of shipments to SRS, EPA originally attributed
4.89% of the SRS transshipper PRPs’ waste volume at the OSL Site to the Company, which is a fraction of the
undetermined total waste volume at the Site. The remediation program at the OSL Site has been divided into two phases,
called Operable Units (“OU”). OU#1 primarily involves capping of the site and OU#2 is groundwater remediation, if
any. A Record of Decision (“ROD”) was issued in September, 1994 for OU#1 and, in December, 1997, following
mediation, the Company contributed $140,000 in full settiement of OQU#1 (toward a total contribution by the SRS
transshipper PRPs of approximately $2.5 million). The SRS transshipper PRPs’ payment of $2.5 million represented
approximately 8% of the OU#1 total settlement. At present, neither the remedy for OU#2 nor the allocation of the costs
thereof among the PRPs has been determined. Whatever remedy ultimately is selected, the SRS transshippers’ allocable
share of the OU#2 expenses likely will be greater than the 8% paid for OU#1. It has been estimated that the total costs
of OU#2 may range from $10 million to $50 million. Management has accrued $337.000 in the accompanying
consolidated financial statements as a reserve against the Company’s potential future liability in this matter, which is net
of approximately $168,000 in payments made to date by the Company.

Based on all available information as well as its prior experience, management believes that its accruals in these two
matters are reasonable. However, in each case the reserved amount is subject to adjustment for future developments that
may arise from one or more of the following -- the long range nature of the case, legislative changes, insurance
coverage, the joint and several liability provisions of CERCLA, the uncertainties associated with the ultimate
groundwater remedy selected, and the Company’s ability to successfully negotiate an outcome similar to its previous
experience in these matters.

Claims under Massachusetts General Laws, Chapter 21E

While in the process of eliminating the use of underground storage tanks at the Company’s facility in Canton,
Massachusetts, the Company arranged for the testing of the areas adjacent to the tanks in question--a set of five tanks
in 1994 and a set of three tanks in 1997. The tests indicated that some localized contamination had occurred. The
Company duly reported these findings regarding each location to the Massachusetts Department of Environmental
Protection (“DEP”), and the DEP has issued Notices of Responsibility under Massachusetts General Laws Chapter 21E
to the Company for each location (RTN No. 3-11520 for the set of five tanks and RTN Nos. 3-15347 and 3-19744 for
the set of three tanks). The Company has retained an independent Licensed Site Professional (“LSP”) to perform
assessment and remediation work at the two locations. With regard to the first matter (involving the set of five tanks),
the LSP has determined that the contamination appears to be confined to a small area of soil and does not pose an
environmental risk to surrounding property or community. With regard to the second matter (involving the set of three
tanks), a limited amount of solvent has been found in the soil and groundwater in the vicinity of the tanks. Costs incurred
to date in connection with these two locations have totaled approximately $660,000. These costs have been funded
through operating cash flows. It presently is estimated that the combined future costs to complete the assessment and
remediation actions at the two locations will total approximately $240,000, and that amount has been accrued in the
accompanying financial statements,

In January 1997, the Company received a Chapter 21E Notice of Responsibility from the DEP concerning two sites
located in Dartmouth, Massachusetts (RTN No. 4-0234) and Freetown, Massachusetts (RTN No. 4-0086), respectively.
According to the DEP, drums containing oil and/or hazardous materials were discovered at the two sites in 1979, which
led to some cleanup actions by the DEP. The DEP contends that an independent disposal firm allegedly hired by the
Company and other PRPs, H & M Drum Company, was responsible for disposing of drums at the two sites. To date,
the DEP has issued Notices of Responsibility to approximately 100 PRPs. A group of PRPs, including the Company,
has retained an LSP to conduct subsurface investigations at both sites. The LSP has completed Limited Subsurface
Investigations at both sites. At the Freetown site, no reportable contamination was found either in soil or groundwater,
and the LSP has recommended that the DEP close the site out. At the Dartmouth site, no reportable contamination was
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found in soil, while reportable, but lower than historical levels of contaminants were found in groundwater. The LSP’s
investigation at the Dartmouth site further indicates that there may be an upgradient off-site source of contaminants
(which the Company would not be responsible for) that is impacting the site, and recommends further investigation into
that possibility. While the results of the Limited Subsurface Investigations at these sites are relatively encouraging, until
additional data is gathered, it is not possible to reasonably estimate the costs of any further investigation or cleanup that
may be required at one or both sites, or the Company’s potential share of liability or responsibility therefor. Accordingly,
no reserve has been recorded in the accompanying financial statements with respect to these two sites.

In April 2000, the Company received a Chapter 21E Notice of Responsibility from the DEP concerning an oil release
in the portion of the East Branch of the Neponset River that flows through the Company’s property in Canton,

Massachusetts (RTN No. 3-19407). The Company had duly reported the presence of oil in the river to the appropriate
eovernment agencies. The Company commenced cleanup and investigatory actions as soon as it became aware of the
presence of the oil, and immediately retained both an LSP to oversee response actions in this matter and also an
environmental services firm to perform cleanup and containment services. At the present time, neither the source nor
the cause of the release has been positively determined. Costs incurred to date have totaled approximately $268,000.
It presently is estimated that the future costs in this matter will total approximately $70,000, which has been accrued in
the accompanying financial statements.

Item 4. Submission of Matters to 2 Vote of Security Holders

No matter was submitted during the fourth quarter of the fiscal year covered by this report to a vote of security holders
through the solicitation of proxies or otherwise.

EXECUTIVE OFFICERS OF THE COMPANY

Name Position/Officer Age (at Jast Birthday) Served Since
Maurice J. Hamilburg President and Co - Chief Executive

Officer and Director 56 1987
Joseph D. Hamilburg Chairman and Co — Chief Executive

Officer and Director 54 1998
Fiore D. DiGiovine VP - Mfg. Development 75 1987
Alan I. Eisenberg VP - Sales & Marketing 52 1988 & 1986
Sheldon S. Leppo VP - Research & Development 68 1970
Joseph J. Berns VP — Finance and Treasurer 56 1997 & 1998
Thomas L. McCarthy VP — Manufacturing 42 1999
Kevin H. White VP - Brite-Line Technologies 52 2002
David M. Kozol Clerk and Secretary 44 1998

Messrs. Maurice J. Hamilburg, Fiore D. DiGiovine, Sheldon S. Leppo and Alan 1. Eisenberg have held their present
positions during each of the past five years.

Mr. Joseph J. Bernis joined the Company in August 1997. From 1987 to 1997, he served as Vice President - Finance
for Cooley Incorporated, a manufacturer of coated fabrics.

Mr. Joseph D. Hamilburg joined the Company in April 1998. From 1989 to 1998, he served as President of J.D.H.
Enterprises, Inc., an international consulting company. Mr, Hamilburg has been a Director of the Company since 1974.

Mr. Thomas L. McCarthy joined the Company in June, 1999. From 1997 to 1999 he served as Director of Operations
of Madico, Inc. From 1992 to 1997 he served as Vice President — Operations of Venture Tape Corporation.

Mr. David M. Kozol, for more than five years, has been a practicing attorney in the law firm of Friedman & Atherton,
which serves as the Company's counsel.

Mr. Kevin H. White joined the Company in October 1996. Form 1996 to 2001 he served as Director, Sales and
Marketing Brite-Line Technologies and was appointed VP-Brite-Line Technologies in 2002.
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PART II

Item 5. Market for the Registrant's Common Stock and Related Security Holder Matters

(a) Price Range of Commeon Stock

The Company's Class A and Class B common stock is traded on the American Stock Exchange ("AMEX") under the
symbols PLRA and PLRB. The following table sets forth the reported high and low prices for Plymouth Rubber
Company Class A and Class B common stock, which shares are listed and traded on the American Stock Exchange.

Class A Class B Class A Class B
High Low High Low High Low High Low
Quarter - 2002 Quarter - 2001
First..ooooovciinicinnnns $1.60 $1.20 $120 $0.75 First...coooooeiienn. $838 $594 $3.44 $2.40
Second ... 1.65 1.30 1.30 0.80 Second............... 6.35 0.80 2.81 0.80
Third.....cccoviinnee 2.20 1.30 2.15 1.00 Third ................. 2.24 1.50 1.80 1.40
Fourth ......cccovennn. 1.48 1.15 1.34 0.90 Fourth............... 1.70 0.75 1.50 0.75

(b) Approximate Number of Equity Security Holders

As of February 3, 2003, the approximate number of holders of each class of equity securities of the Company was:

Title of Class Number of Holders
Class A voting common stock $1.00 par value ...........co.o..... 220
Class B non-voting common stock $1.00 par value ................ 250

The number of holders listed above does not include shareholders for whom shares are held in a "nominee" or
"street” name.

(¢) Dividends

The Company has not paid cash dividends on its common stock since fiscal year 1970. Under the Company's loan
agreements, the Company is prohibited from paying any cash dividends with respect to its capital stock without a waiver
from its lender, so long as any obligation under the loan agreements remains outstanding. In addition, a payment of
dividends will depend, among other factors, on earnings, capital requirements and the working capital needs of the
Company. At the present time, the Company intends to follow a policy of retaining earnings in order to finance the
development of its business.

(d) Equity Compensation Plan Infermation

The following table sets forth a summary of the Company's equity compensation plans as of November 29, 2002.
Details of the plans are discussed in Note 7 to the Consolidated Financial Statements.

Number of securities

to be issued upon Weighed average Number of securities
exercise outstanding exercise price of remaining available
options outstanding options for future issuance

Stock option plans approved by

Shareholders........cccooooviiiiiennn, 507,300 $2.75 142,942
Stock option plans subject to

shareholder approval at the

2003 annual meeting................... 84,000 $0.90 96,000

591,300 $2.49 238,942
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Item 6. Selected Financial Data

Fiscal Years

2002

2001

2000

1999

1998

SELECTED INCOME STATEMENT DATA:
Net Sales $ 65,259,000
Income (loss) from operations $ 101,000
Per Share Data:
Net income (loss) per share

(diluted) 0.05
Weighted average shares outstanding 2,105.857

SELECTED BALANCE SHEET DATA (AS OF YEAR END):
Total Assets $ 46,246,000
Long Term Liabilities $ 16,817,000

$ 66,498,000
$ (2,899,000)

(1.42)
2,042,411

48,658,000
6,815,000

$ 74,392,000
$  (3,989,000)

(1.95)
2,041,481

S 51,461,000
$ 6,318,000

$
$

78,038,000
3,122,000

1.42
2,198,480

55,035,000
16,000,000

$
$

69,390,000
1,838,000

0.84
2,200,406

50,701,000
16,919,000




Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations

Fiscal Year 2002 Compared with Fiscal Year 2001

Sales decreased 1.9% to $65,259,000 in 2002 from $66,498,000 in 2001. Sales at Plymouth Tapes decreased 2.3% to
$56,237,000 from $57,553,000 last year. The largest decrease was in the contractor industrial and OEM markets, where
sales decreased 12.0% from 2001, largely because of the continued economic slowdown. Sales in the automotive market
decreased 1.5%, reflecting relatively stable demand from Plymouth’s automotive customers. Sales at Brite-Line
Technologies increased 0.9% to $9,022,000, from $8,945,000 in 2001.

Gross margin increased to 20.7% in 2002 from 17.6% in 2001. Plymouth Tapes’ gross margin increased to 19.1% in
2002 from 15.7% in 2001. The major factors driving this increase were (1) lower manufacturing spending, which was
approximately $700,000 favorable compared to 2001, and (2) lower raw material purchase prices for 2002, primarily
for PVC resins, accounting for approximately $600,000 of favorable margin. At Brite-Line Technologies, gross margin
increased to 31.1% in 2002 from 30.1% in 2001, as a result of improved manufacturing overhead absorption and
improved manufacturing yields.

Selling, general and administrative expenses are incurred and recorded in both Plymouth Tapes and Brite-Line
Technologies. Certain of the selling, general and administrative expenses recorded in Plymouth Tapes could be
considered as incwired for the benefit of Brite-Line, but are currently not allocated to that segment. These expenses
include certain management, accounting, personnel and sales services, and a limited amount of travel, insurance,
directors’ fees and other expenses.

Selling, general and administrative expenses, as a percentage of sales, decreased to 18.0% in 2002 from 18.6% in 2001.
At Plymouth Tapes, selling, general and administrative expenses, as a percentage of sales, decreased to 17.9% in 2002
from 18.4% in 2001, although total selling, general and administrative expenses decreased 4.8% to $10,081,000 from
$10,589,000 in 2001. The major contributors to the lower amount were a $653,000 decrease in salaries and fringe
benefits due to headcount and salary reductions, a $118,000 reduction in freight, and a $85,000 decrease in depreciation
and amortization. These reductions were partially offset by a $141,000 recognition of deferred compensation expenses,
a $173,000 loss on the cash swrrender value of officer life insurance, and an $86,000 increased freight loss as described
below.

In February, 2002, KM Logistics, a third party freight audit and payment service provider, filed for Chapter 11
bankruptcy protection, and subsequently Chapter 7 bankruptcy, while holding approximately $286,000 of Company
funds intended to reimburse the Company’s freight carriers for normal services. Approximately $100,000 of these
payments had been made to KM Logistics prior to fiscal 2001 year-end; this charge was included as a selling, general
and administrative expense at Plymouth Tapes in the fourth quarter of fiscal 2001. The remaining $186,000 was
recorded in fiscal 2002.

At Brite-Line, selling, general and administrative expenses, as a percentage of sales, decreased to 18.7% in 2002 from
20.0% in 2001. The largest factors were reductions in freight ($76,000), applicator equipment ($45,000), travel
($30,000), and advertising {$27,000).

Interest expense in 2002 decreased 11.8% to $2,026,000 from $2,298,000 in 2001, because of lower interest rates and
loan balances on the Company's borrowings under the revolving working capital facility. Foreign currency exchange
gain was $64,000 in 2002 compared to a foreign currency exchange loss of $25,000 in 2001. Other income was
$178.,000 in 2002, due to a $131,000 gain on the sale of equipment and $44,000 of miscellaneous income, compared to
$99,000 in 2001, which included non-recurring rental income of $35,000, a $25,000 gain on the sale of securities, and
other net income items of $39,000.

The pre-tax loss for 2002 was $24,000, compared to a pre-tax loss of $2,910,000 in 2001. The net profit was $101,000
in 2002, compared to a net loss of $2,899,000 in 2001. In 2002, a $187,000 tax benefit was recorded for the Company’s
domestic operations, to recognize a tax refund resulting from a change in a U.S. tax Jaw, and a $62,000 tax expense was
recorded for the Company’s Spanish subsidiary.




The U.S. dollar is the functional currency for the Company’s U.S. operations. For these operations, all gains and losses
from foreign currency transactions are included in income currently. The Company operates a wholly owned subsidiary
in Spain, which accounted for 11.4% of the Company’s revenues in fiscal 2002. The functional currency of this
subsidiary was the Peseta and is the Euro in 2002. Changes in the Euro/Dollar exchange rate could affect the reporting
of the subsidiary’s earnings in the Consolidated Statement of Operations. The Company occasionally enters into
purchase or sales contracts in currencies other than the functional currency, and hedges only those transactions that are
of significant size. The Company did not enter into any foreign currency forward contracts in 2002 and 2001 and did
not have any forward contracts outstanding at the end of 2002 and 2001.

Fiscal Year 2001 Compared with Fiscal Year 2000

Sales decreased 10.6% to $66,498,000 in 2001 from $74,392,000 in 2000. Sales at Plymouth Tapes decreased 13.6%
to $57,553,000 from $66,591,000 in 2000. The largest decrease was in the automotive market, where sales decreased
16.6% from 2000, largely because of the slowdown in U.S. auto production and market share shifts among auto
producers. Sales in all other markets decreased 8.8% due in part to the economic slowdown. Sales at Brite-Line
Technologies increased 14.7% to $8,945,000, from $7,801,000 in 2000, due to increased customer demand.

Gross margin decreased to 17.6% in 2001 from 19.1% in 2000. Plymouth Tapes’ gross margin decreased to 15.7% in
2001 from 17.4% in 2000. The major factor was lower production volumes, resulting from both lower sales and a
$2,961,000 reduction in inventory, partially offset by lower manufacturing spending and lower raw material purchase
costs. At Brite-Line Technologies, gross margin decreased to 30.1% in 2001 from 34.1% in 2000 as a result of product
mix and lower sales margins to foreign markets, partially offset by improved manutacturing overhead absorption resulting
from increased production volumes.

Selling, general and administrative expenses were incurred and recorded in both Plymouth Tapes and Brite-Line
Technologies. Certain of the selling, general and administrative expenses recorded in Plymouth Tapes could have been
considered as incurred for the benefit of Brite-Line, but were not allocated to that segment. These expenses include
certain management, accounting, personnel and sales services, and a limited amount of travel, insurance, directors’ fees
and other expenses.

Selling, general and administrative expenses, as a percentage of sales, decreased to 18.6% in 2001 from 19.1% in 2000.
At Plymouth Tapes, selling, general and administrative expenses, as a percentage of sales, decreased to 18.4% in 2001
from 18.6% in 2000, and total selling, general and administrative expenses decreased 14.7% to $10,589,000 from
$12,408,000 in 2000. The decrease in expenses included $455,000 of lower freight and $172,000 of decreased external
warehouse expenses, due to lower volumes and a reduction in the number of warehouses, a $498,000 decrease in
environmental expenses, a $342,000 reduction in salaries and fringe due to headcount and salary reductions, $140,000
of reduced commissions due to lower sales levels, $103,000 of lower professional fees, $75,000 of reduced advertising,
$94,000 lower travel expenses, and $56,000 of lower foreign selling expenses. These reductions were partially offset
by a $119,000 bad debt increase from 2000, which benefited from a reversal of $41,000.

In February, 2002, KM Logistics, a third party freight audit and payment service, filed for Chapter 11 bankruptcy
protection, while holding approximately $300,000 of Company funds intended to reimburse the Company’s freight
carriers for normal services. Approximately $100,000 of these payments were made to KM Logistics prior to fiscal 2001
year-end. Due to the bankruptcy filing, the Company provided a reserve for the full amount of the funds held by KM
Logistics at November 30, 2001. This charge was included as a selling, general and administrative expense at Plymouth
Tapes in the fourth quarter of fiscal 2001. A loss of approximately $200,000 was to be recorded in the first quarter of
fiscal 2002 for the funds remitted to KM Logistics after November 30, 2001. The Company planned to pursue all legal
means of recovery of the $300,000 balance.

At Brite-Line, selling, general and administrative expenses, as a percentage of sales, decreased to 20.0% in 2001 from
22.8% in 2000. The largest factors were a $59,000 decrease in professional fees, a $20,000 reduction in travel expenses,
a $51,000 reduction in field equipment expenses, and a $26,000 reduction in accrued commissions, partially offset by
a $106,000 increase in freight expense and a $23,000 increase in product license fees.

Interest expense in 2001 decreased to $2,298,000 from $2,342,000 in 2000, because of lower balances and lower interest
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rates on both the revolving line of credit and the real estate loan, and lower balances on the equipment term loans,
partially offset by higher lender fees. The foreign currency exchange loss was $25,000 in 2001 compared to $110,000
in 2000. Other income was $99,000 in 2001, due largely to non-recurring rental income of $35,000, a $25,000 gain on
the sale of securities, and other net income items of $39,000, compared to $110,000 in 2000, which had a $62,000 gain
on the sale of securities and miscellaneous net income items of $48,000.

The pre-tax loss for 2001 was $2,910,000, compared to a pre-tax loss of $2,287,000 in 2000. The net loss was
$2,899,000 in 2001, compared to a net loss of $3,989,000 in 2000. The Company generated a tax benefit of $1,127,000
as a result of the fiscal 2001 loss. In accordance with the Statement of Financial Accounting Standards No. 109,
“Accounting for Income Taxes” (FAS109), a full valuation allowance was recorded for this benefit as it could not be
carried back to recover taxes paid and will not be offset by the reversal of future taxable differences. The Company’s
liquidity situation at November 30, 2001 also provided significant negative evidence regarding its ability to generate
sufficient taxable income in the future to realize this benefit.

Liquidity and Capital Resources

Prior to December, 2002, the Company’s term debt agreements had contained various covenants specifying certain
financial requirements, including minimum tangible net worth, fixed charge and EBITDA coverage ratios, working
capital and maximum ratio of total liabilities to net worth. In addition, the revolving working capital credit facility and
the real estate term loan contain an acceleration provision, which can be triggered if the lender determines that an event
of default has occurred.

As of each quarter end from September 1, 2000 through August 30, 2002, the Company had been in violation of certain
covenants of its term debt facility and therefore, due to a cross default provision, the Company had not been in
compliance with a covenant under its revolving working capital credit facility and real estate term loan. As a result, all
of the Company’s term loans (except for that of its Spanish subsidiary) had been classified as current liabilities on the
Company’s Consolidated Balance Sheet at the end of each fiscal quarter end. In addition, during July 2002, the
Company received a demand from its primary term debt lender for the payment of their outstanding loan balances in the
amount of $8,658,000, which represented the total of all future payments and accumulated late fees, and a demand letter
from a smaller equipment lender for approximately $69,000 of payments due.

During 2002, the Company negotiated with these lenders and, in November, 2002, reached formal agreement to obtain
relief from their demands and to restructure existing term debt facilities. Under the new arrangements, the term debt
lenders accepted significantly reduced principal payments over the next three years, eliminated financial covenants,
waived existing defaults and rescinded demands for accelerated payment, in return for enhanced collateral positions.

As of November 29, 2002, the Company had approximately $1,200,000 of unused borrowing capacity under its revolving
line of credit with its primary working capital lender, after consideration of collateral limitations.

The Company’s working capital position improved from a negative $13,661,000 at November 30, 2001 to a negative
$2,339,000 at November 29, 2002, due to an $8,686,000 decrease in the current portion of long term borrowings, a
$2,439,000 decrease in accounts payable, a $1,024,000 increase in inventory, a $212,000 increase in prepaid and other
current assets, a $153,000 decrease in short term debt, a $49,000 decrease in accrued expenses and a $30,000 increase
in cash, partially offset by a $1,271,000 decrease in accounts receivable.

During the second quarter of 2002, the Company received a funding waiver from the Internal Revenue Service for the
$855,000 payment due to its defined benefit plan for the year ended November 30, 2001, conditioned on the Company
satisfying the minimum funding requirements for the plan years ending November 30, 2002 and November 30, 2003.
The Company had notified the Pension Benefit Guarantee Corporation that the Company intended to make the
$1,262,000 contribution for the plan year ending November 30, 2002 by the final due date of August 15, 2003, instead
of on a quarterly basis. During the first quarter of 2003, the Company requested a partial funding waiver from the
Internal Revenue Service for $1,030,000 of the $1,262,000 payment due for the plan year ending November 30, 2002.

The consolidated financial statements have been prepared on a going concern basis, which contemplates the realization
of assets and the satisfaction of liabilities in the normal course of business. The negative working capital position of
$2,339,000, the funding requirement for the defined benefit plan of $1,262,000 for the plan year ending November 30,
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2002, the lack of sales growth, and the overall risks associated with the fiscal 2003 plan may indicate that the Company
will be unable to continue as a going concern for a reasonable period of time. The consolidated financial statements do
not include any adjustments that might result from the outcome of this uncertainty.

It is management’s belief that cash flows generated from operations and available incremental borrowings will be
sufficient to meet the Company’s liquidity needs during fiscal 2003. Management has also identified a number of
additional expense reductions possible in 2003, including the deferral of certain planned personnel replacements or
additions, the deferral of certain planned marketing expenses, reduced product costs through materials substitutions, and
decreased usage of certain operating supplies. Although management expects to be able to accomplish its business and
financing plans, there is no assurance that it will be able to do so. The Company’s plans depend upon many factors.
Failure to accomplish these plans could have an adverse impact on the Company’s liquidity, financial position, and ability
to continue operations.

Cash provided by cperating activities was $1,291,000 in 2002, as compared to cash provided of $3,132,000 in 2001.
The major factors contributing to cash provided by operating activities were depreciation and amortization of
$2,973,000, a decrease in accounts receivable of $1,488,000, a $319,000 increase in pension obligation, an increase in
accrued expenses of $239,000, and net income of $101,000, partially offset by a decrease in accounts payable of
$2,565,000, an increase in inventory of $866,000, a $210,000 increase in prepaid expenses, a $131,000 gain on the
disposal of plant assets, a $26,000 increase in other assets, and a $103,000 decrease in other liabilities. This operating
cash flow, additional short term borrowings of $35,000, and cash provided through the sale of plant assets and
sale/leaseback of plant assets totaling $191,000 were used to pay off term debt and capital leases of $1,049,000, and for
capital expenditures of $376,000.

Cash generated from operating activities was $3,132,000 in 2001, as compared to $2,955,000 in 2000. The major
factors contributing to cash from operating activities were a decrease in inventory of $3,371,000, largely at Plymouth
Tapes, depreciation and amortization of $3,053,000, an increase in accounts payable of $1,590,000, an increase in
accrued expenses of $568,000, a $95,000 increase in pension obligations, a decrease in prepaid expenses of $150,000,
an increase in environmental reserves of $89,000, and $84,000 of other increases in cash, partially offset by a net loss
of $2,899,000, and an increase in accounts receivable of $2,930,000, and an increase in other assets of $39,000. This
operating cash flow was used to pay off term debt and capital leases of $2,138,000, to reduce borrowings under the
Company’s revolving line of credit by $338,000, and for capital expenditures of $644,000.

During the first quarter of 2001 and the third quarter of 2002, the Company was contacted by the American Stock
Exchange (AMEX) regarding minimum listing requirements on the number of public Class A common stockholders
(200), and the aggregate market value of the publicly held Class A common stock ($1,000,000). In 2001 the Company
met with AMEX representatives and believes that it meets the minimum number of public Class A stockholders. The
Company is reviewing various options regarding the aggregate market value of the publicly held Class A common stock.

A summary of the Company's cash requirements related to its outstanding long term debt and future minimum lease
payments is as follows:

Operating
Long Term Lease
Fiscal Year: Debt Commitments Total
2003, $ 1,536,000 $ 556,000 $ 2,092,000
2004 ..., 1,630,000 535,000 2,165,000
2005 e 5,771,000 296,000 6,067,000
2006 ..o 606,000 95,000 701,000
2007 oo 663,000 - 663,000
Thereafter ............. 302,000 - 302,000
Total .o $ 10,508,000 $ 1,482,000 $ 11,990,000
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Critical Accounting Policies

The Company'’s significant accounting policies are discussed in Note 1 to the Consolidated Financial Statements. Certain
accounting policies are important to the portrayal of the Company’s financial condition and results of operations, and
require management’s subjective judgments. These policies relate to the deferred tax asset valuation allowance,
inventory reserves, provision for doubtful accounts receivable and impairment of long lived assets.

Recognition of a deferred tax asset is dependent on generating sufficient future taxable income prior to the expiration
of the tax loss or credit carryforward. The Company has taken a full valuation allowance for this tax benefit in
accordance with the Statement of Financial Accounting Standards No. 109 "Accounting for Income Taxes". Should the
Company’s liquidity situation improve, the amount of the deferred tax asset considered realizable could be increased and
could result in a credit to income tax expense in the period such determination was made.

The Company writes down its inventory for estimated obsolescence or unmarketable inventory based upon the difference
between the cost of the inventory and the estimated net realizable value, based upon assumptions about future demand
and market pricing. If actual market conditions are less favorable than those projected by management, additional
inventory write-downs may be required.

The Company periodically reviews the aging of accounts receivable to identity potentially uncollectible accounts and
establishes a reserve based on experience and discussion with customers. Actual write-offs could differ from bad debt
reserves.

The Company reviews long-lived assets annually or whenever events of circumstances indicate that the carrying amounts
of the asset may not be recoverable in accordance with SFAS No. 121. Impaired assets are written down to their
estimated fair value based on the best information available to the Company.

Environmental

The Company has been named as a Potentially Responsible Party by the United States Environmental Protection Agency
in two ongoing claims under the Comprehensive Environmental Response, Compensation and Liability Act of 1980
(*CERCLA”). The Company has also received Notices of Responsibility under Massachusetts General Laws Chapter
21E on two sites in Massachusetts. The Company has accrued $774,000 as of November 29, 2002 to cover future
environmental expenditures related to these claims, which is net of $471,000 payments made to date. The accrual
represents the Company’s estimate of the remaining remediation costs based upon the best information currently
available. Actual future costs may be different from the amount accrued for as of November 29, 2002 and may be
affected by various factors, including future testing, the remediation alternatives taken at the sites, and actual cleanup
costs. The final remediation costs could also be subject to adjustment because of the long term nature of the cases,
legislative changes, insurance coverage, joint and several liability provisions of CERCLA, and the Company’s ability
to successfully negotiate an outcome similar to its previous experience in these matters.

The Company has also received Notices of Responsibility under Massachusetts General Laws Chapter 21E on three sites
at the Company’s facilities in Canton, Massachusetts. In all of these cases, the Company has taken a variety of actions
towards the ultimate cleanup, depending upon the status of each of the sites. These activities include the retention of an
independent Licensed Site Professional, investigation, assessment, containment, and remediation. The Company has
accrued $310,000 as of November 29, 2002 to cover estimated future environmental cleanup expenditures, which is net
of $928,000 payments made to date. Actual future costs may be different from the amount accrued for as of November
29, 2002.

Empact of New Accounting Pronouncements

In April 2002, the Financial Accounting Standards Board ("FASB") issued Statement No. 145 (FAS 145), Rescission
of FASB Statements No. 4, 44, and 64, Amendment of FASB Statement No. 13, and Technical Corrections. FAS 145
rescinds FAS 4, Reporting Gains and Losses from Extinguishment of Debt, FAS 44, accounting for Intangible Assets
of Motor Carriers, and FAS 64 (an amendment of FAS 4), Extinguishments of Debt Made to Satisfy Sinking-Fund
Requirements. FAS 145 eliminates the requirement that gains and losses from the extinguishment of debt be aggregated
and, if material, classified as an extraordinary item, net of the related income tax effect. However, an entity would not
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be prohibited from classifying such gains and losses as extraordinary items so long as they are both unusual in nature
and infrequent in occurrence. This provision will be effective for fiscal years beginning after December 15, 2002. FAS
145 also amends FAS 13, Accounting for Leases, to eliminate an inconsistency between the required accounting for
sale-leaseback transactions and the required accounting for certain lease modifications that have economic effects that
are similar to sale-leaseback transactions. The amendment to FAS 13 and other technical amendments will be effective
for all transactions occurring and financial statements issued after May 15, 2002. The Company is in the process of
assessing the impact of the adoption of FAS 145.

In June 2002, the FASB issued Statement No. 146 (FAS 146), Accounting for Costs Associated with Exit or Disposal
Activities, which eliminates Emerging Issues Task Force (EITF) Issue No. 94-3, Liability Recognition for Certain
Employee Termination Benefits and Other Costs to Exit an Activity (including Certain Costs Incurred in a
Restructuring). FAS 146 applies to costs associated with an exit activity including:(a) termination benefits provided to
current employees that are involuntarily terminated under the terms of a benefit arrangement that is not an ongoing
benefit arrangement or an individual deferred compensation contract (one-time termination benefit); (b) costs to
terminate a contract that is not a capital lease; and (c) costs to consolidate facilities or relocate employees. FAS 146
requires that these liabilities be recognized and measured initially at fair value in the period in which the liability is
incurred. If fair value cannot be reasonably estimated, the liability shall be recognized initially in the period in which
fair value can be reasonably estimated. The provisions on FAS 146 will be effective for the Company prospectively for
exit or disposal activities initiated after December 31, 2002. The Company is in the process of assessing the impact of
the adoption of FAS 146.

In November 2002, the FASB issued Interpretation No. 45 ("FIN 45"), Guarantor's Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others (an interpretation of FASB
Statements No. 5, 57, and 107 and rescission of FASB Interpretation No. 34). FIN 45 clarifies the requirements of the
FASB Statement No. 5 (FAS 5), Accounting for Contingencies, relating to a guarantor's accounting for, and disclosure
of, the issuance of certain types of guarantees. FIN 45 requires that upon issuance of a guarantee, the guarantor must
recognize a liability for the fair value of the obligation it assumes under that guarantee. Many guarantees are embedded
in purchase or sales agreements, service contracts, joint venture agreements, or other commercial agreements and the
guarantor in many of those arrangements does not receive separately identifiable up-front payment (e.g., a premium)
for issuing the guarantee. Prior to FIN 45, many guarantors did not recognize an initial liability for such embedded
guarantees. Now, however, they are required to recognize a liability at fair value upon issuance of the guarantees,
regardless of whether they receive a separate premium for doing so. The Interpretation is intended to improve the
comparability of financial reporting by requiring identical accounting for guarantees issued with a separately identified
premium and guarantees issued without a separately identified premium. For guarantees issued or modified after
December 31, 2002, significant new disclosure requirements are effective beginning with 2002 calendar year-end
financial statements, including a requirement to disclose the maximum amount of future payments that an entity might
need to make under a guarantee and a reconciliation of during the period in their product warranty liabilities. The
Company is in the process of assessing the impact of the adoption of FIN 45.

On December 31, 2002, the FASB issued Statement of Financial Accounting Standards No. 148, Accounting for Stock-
Based Compensation -- Transition and Disclosure -- an amendment of FAS 123 (FAS 148). As the title of the standard
implies, it is fairly limited in its scope, however it will have implications for all entities that issue stock-based
compensation to their employees. This Statement amends FASB Statement No. 123, Accounting for Stock-Based
Compensation, to provide alternative methods of transition for a voluntary change to the fair value based method of
accounting for stock-based employee compensation. In addition, this Statement amends the disclosure requirements
of Statement 123 to require prominent disclosures in both annual and interim financial statements about the method of
accounting for stock-based employee compensation and the effect of the method used on reported results. This
Statement permits two additional transition methods for entities that adopt the preferable method of accounting for
stock-based employee compensation. Both of those methods avoid the ramp-up effect arising from prospective
application of the fair value based method. In addition, to address concerns raised by some constituents about the lack
of comparability caused by multiple transition methods, this Statement does not permit the use of the original Statement
123 prospective method of transition for changes to the fair value based method made in fiscal years beginning after
December 15, 2003. The Company is in the process of assessing the impact of the adoption of FAS 148.
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Safe Harbor Statement

Certain statements in this report, in the Company’s press releases and in oral statements made by or with the approval
of an authorized executive officer of the Company may constitute “forward-looking statements™ as that term is defined
under the Private Securities Litigation Reform Act of 1995. These may include statements projecting, forecasting or
estimating Company performance and industry trends. The achievement of the projections, forecasts or estimates is
subject to certain risks and uncertainties. Actual results may differ materially from those projected, forecast or estimated.
The applicable risks and uncertainties include general economic and industry conditions that affect all international
businesses, as well as matters that are specific to the Company and the markets it serves. General risks that may impact
the achievement of such forecast include: compliance with new laws and regulations, significant raw material price
fluctuations, changes in interest rates, currency exchange rate fluctuations, limits on the repatriation of funds and political
uncertainty. Specific risks to the Company include: risk of recession in the economies and /or markets in which its
products are sold, risk of the Company’s working capital lender and real estate lender demanding payment of outstanding
balances, risk of not receiving waiver from the government on the required contribution into the pension plan, the
concentration of a substantial percentage of the Company’s sales with a few major automotive customers, cost of raw
materials, and pricing pressures from competitors and customers.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

At November 29, 2002, the carrying value of Company’s debt totaled $23.8 million which approximated its fair value.
This debt includes amounts at both fixed and variable interest rates. For fixed rate debt, interest rate changes affect the
fair market value but do not impact earnings or cash flows. Conversely, for floating rate debt, interest rate changes
generally do not affect the fair market value but do impact earnings and cash flows, assuming other factors are held
constant.

At November 29, 2002, the Company had fixed rate debt of $9.8 million and variable rate debt of $14.0 million.
Holding other variables constant (such as foreign exchange rates and debt levels) a one percentage point decrease in
interest rates would increase the unrealized fair market value of fixed rate debt by approximately $228,000. The earnings
and cash flows impact for the next year resulting from a one percentage point increase in interest rates would be
approximately $140,000, holding other variables constant.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Stockholders of
Plymouth Rubber Company, Inc.

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of operations and
retained earnings (deficit), comprehensive income (loss) and cash flows present fairly, in all material respects, the
financial position of Plymouth Rubber Company, Inc. and its subsidiaries at November 29, 2002 and November 30,
2001, and the results of their operations and their cash flows for each of the three years in the period ended November
29, 2002 in conformity with accounting principles generally accepted in the United States of America. In addition, in
our opinion, the financial statement schedule listed in the accompanying index presents fairly, in all material respects,
the information set forth therein when read in conjunction with the related consolidated financial statements. These
financial statements and financial statement schedule are the responsibility of the Company’s management; our
responsibility is to express an opinion on these financial statements and financial statement schedule based on our audits,
We conducted our audits of these statements in accordance with auditing standards generally accepted in the United
States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

The accompanying financial statements have been prepared assuming that the Company will continue as a going
concern. As discussed in Note 2 to the consolidated financial statements, the Company has suffered recurring losses
from operations and a net working capital deficiency that raise substantial doubt about its ability to continue as a going
concern. Management’s plans in regard to these matters are also described in Note 2. The consolidated financial
statements do not included any adjustments that might result from the outcome of this uncertainty.

Boston, Massachusetts
Febroary 12, 2003
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PLYMOUTH RUBBER COMPANY, INC.

CONSOLIDATED BALANCE SHEET

ASSETS
November 29, November 30,
2002 2001
37,000 7,000
Accounts receivable, less allowance for doubtful
accounts of $397,000 and $422,000 at November 29,
2002 and November 30, 2001, respectively 11,366,000 12,637,000
Inventories:
Raw materials 3,481,000 3,540,000
Work in process 1,799,000 1,870,000
Finished goods 6,361,000 5,207,000
Total inventories 11,641,000 10,617,000
Prepaid expenses and other current assets 984,000 772,000
Total current assets 24,028,000 24,033,000
PLANT ASSETS:
Land oo 551,000 505,000
BUildings cvveevveiieie ettt et 6,371,000 6,263,000
Machinery and eqUIPMENt.......ccceiveerciirircnrrirnniescrncen, 40,697,000 40,886,000
COnStruCtion 1N PrOZIESS ... cevvvererreeerrereeerrenreesrreereereeenns 8,000 --
47,627,000 47,654,000
Less: Accumulated depreciation.........coceeeveveiecinniennene (26,199,000) (23,801,000)
Total plant assets, NEt.......cecvveemiuereriereeireeenrreeveenee e 21,428,000 23,853,000
Other 10ng-terim aSSELS....coverviieiririicerrieerieeeeennie e sineneens 790,000 772,000
$ 46,246,000 $ 48,658,000

The accompanying notes
are an integral part of these Consolidated Financial Statements.
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PLYMOUTH RUBBER COMPANY, INC.

CONSOLIDATED BALANCE SHEET -- (Continued)

LIABILITIES AND STOCKHOLDERS' EQUITY

November 29, November 30,
2002 2001
CURRENT LIABILITIES:
Revolving line of credit.......cccoooveviiiiniiieiiiicieee $ 13,314,000 3 13,467,000
Trade accounts payable.........c.cccoveviineriinriencceeenen, 7,035,000 9,474,000
ACCTUEA BXPENSES ..ueiiireeiiieiireeriesiirener st esneesrrearea b 4,482,000 4,531,000
Current portion of long-term borrowings ............ccccoeeveee. 1,536,000 10,222,000
Total current Habilities ..o 26,367,000 37,694,000
LONG-TERM LIABILITIES:
BOITOWINZS ..o 8,972,000 830,000
Pension obligation........ccoovveecercciiiiinie e 5,115,000 3,253,000
Deferred tax Hability .....coooevveiiiiiiniiiciiin i 119,000 107,000
OMNET .ot e ser et e eeeaan s 2,611,000 2,625,000
Total long-term Habilities......cccooerrvieeavirie e 16,817,000 6,815,000
COMMITMENTS AND CONTINGENCIES
(Notes 2,9 and 11)
STOCKHOLDERS’ EQUITY:
Preferred stock, $10 par value, authorized 500,000

shares; no shares issued and outstanding.........cccoeeeeeee - -
Class A voting common stock, $1 par value, 1,500,000

shares authorized, 810,586 shares issued and

outstanding at November 29, 2002 and November 30,

............................................................................. 810’000 SIO’OOO
Class B non-voting common stock, $1 par value,

3,500,000 shares authorized, 1,281,304 shares issued

and 1,248,390 shares outstanding at November 29,

2002 and November 30, 2001 ......cooevviiierieiiiieeienn, 1,281,000 1,281,000
Paid-in capital ..o 9,084,000 9,084,000
Retained earnings (deficit) ......ccocevoerrivnrericiiniie e (4,227,000) (4,328,000)
Accumulated other comprehensive loss:

Cumulative translation adjustment ........coevveieecenenenen (171,000) (279,000)

Minimum pension liability, net of tax .........ccceeernreens (3,530,000) (2,234,000)

3,247,000 4,334,000

Less: Treasury stock at cost (32,914 shares at
November 29, 2002 and November 30, 2001) ............ (185,000) (185,000)
3,062,000 4,149,000

$ 46,246,000 $ 48,658,000

The accompanying notes
are an integral part of these Consolidated Financial Statements.
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PLYMOUTH RUBBER COMPANY, INC.

CONSOLIDATED STATEMENT OF OPERATIONS AND RETAINED EARNINGS (DEFICIT)

Year Ended
November 29, November 30, December 1,
2002 2001 2000
Revenues:
Net sales 65,259,000 66,498,000 74,392,000
Costs and Expenses:
Cost of products sold 51,729,000 54,802,000 60,153,000
Selling, general and administrative 11,770,000 12,382,000 14,184,000
63,499,000 67,184,000 74,337,000
Operating income (loss) 1,760,000 (686,000) 55,000
Interest expense (2,026,000) (2,298,000) (2,342,000)
Foreign currency exchange gain (loss) 64,000 (25,000) (110,000)
Other income, net 178,000 99,000 110,000
Loss before INCOME tAXES. ..vvveiiivveeeeceeee e (24,000) (2,910,000) (2,287,000}
Provision for (benefit from) income taxes (125,000) (11,000) 1,702,000
Net income (loss) 101,000 (2,899,000) (3,989,000)
Retained earnings (deficit) at beginning of year.......... (4,328,000) (1,311,000) 2,678,000
Treasury Stock iSSUEd ....vvevcvievcriiniiieiiiee e iree e eiee e - (118,000) --
Retained earnings (deficit) at end of year.................... $ 4,227,000y $ (4,328,000) $ (1,311,000)
PER SHARE DATA:
BASIC EARNINGS (LOSS) PER SHARE:
Net inCOME (0SS} e.vereeeeeerereeereeeeeeeeeeseee e eeeeeeens $ 005 § (1.42) $ (1.95)
Weighted average number of shares outstanding...... 2,058,976 2,042,411 2,041,481
DILUTED EARNINGS (LOSS) PER SHARE:
Net inCome (108S) ...cveuureeereririrerenisss s $ 005 $ (142) $ (1.95)
Weighted average number of shares outstanding ..... 2,105,857 2,042,411 2,041,481

The accompanying notes

are an integral part of these Consolidated Financial Statements.
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Net income (loss)

PLYMOUTH RUBBER COMPANY, INC.

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOSS)

Other comprehensive income (loss), net of tax:

Year Ended
November 29, November 30, December 1,
2002 2001 2000

......................................................... $ 101,000 § (2,899,000) $ (3,989,000)
Foreign currency translation adjustments ................ 108,000 12,000 (112,000)

Minimum pension liability adjustment .................... (1,296,000) (2,234,000) --
Other comprehensive income (1088) ...ovvooeviierniniianenn, (1,188,000) (2,222,000) (112,000)
Comprehensive income (1088)......coooeeveviviverererenenenen. $ (1,087,0000 $  (5,121,000) $ (4,101,000)

The accompanying notes
are an integral part of these Consolidated Financial Statements.
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PLYMOUTH RUBBER COMPANY, INC.

CONSOLIDATED STATEMENT OF CASH FLOWS

Year Ended
November 29, November 30, December 1,
2002 2001 2000
CASH FLOWS RELATING TO OPERATING
ACTIVITIES:
Net INCOME (JOSS) .oeevvviiieeecree it et eeie et e e enees 3 101,000 $ (2,899,000) $ (3,989,000)
Adjustments to reconcile net income (loss), to net
cash provided by operating activities:
Depreciation and amortization..........coccevvveeceveinineeene. 2,973,000 3,053,000 2,788,000
Gain on disposal of plant assets......ccovvrririenninencen, (131,000) - -
Provision for environmental reServes ..........c.ocveenn.. 72,000 89,000 351,000
Deferred income taX Xpense.........coovoocvvvvceiveicrinnnes - - 2,378,000
Amortization of deferred compensation..................... -- 38,000 38,000
OBRET ...ttt - 24,000 --
Changes in assets and liabilities:
ACCOUNLS TECEIVABIE ..ot serereee e s 1,488,000 (2,930,000) 2,148,000
INVENTOTY cociiiiiiiiie ettt evaneeae (866,000) 3,371,000 490,000
Prepaid expenses and other current assets ................. (210,000) 150,000 (16,000)
OLher aSSEIS....iiiiiire e ettt (26,000) (39,000) 88,000
Trade accounts payable.........cccovmrireeeninecinninnenns (2,565,000) 1,590,000 1,007,000
ACCTUC EXPENSES Loovviiirieieiiiieeiees e e cerreeeevesenraesenenas 239,000 568,000 (1,748,000)
Other Habilities ..o..oooiiiiiie e (103,000) 22,000 (189,000)
Pension obligation ...........ccveeeriiervers e scenee e 319,000 95,000 (391,000)
Net cash provided by operating activities ..........c.cceouenene 1,291,000 3,132,000 2,955,000
CASH FLOWS RELATING TO INVESTING
ACTIVITIES:
Capital expenditires .......ooveeeeereiienrr e (376,000) (644,000) (4,827,000)
Proceeds from sale of plant assets ..........ocoovveeeinniacnenns 131,000 -- --
Sale/leaseback of plant assets .....cccovveieveeriiiieecreeeenn, 60,000 -- --
Net cash used in investing activities ..........ccoceecrnrerenrans (185,000) (644,000) (4,827,000)
CASH FLOWS RELATING TO FINANCING
ACTIVITIES:
Net (decrease )increase in revolving line of credit...... 35,000 (338,000) 1,112,000
Proceeds from term debt. ...t -- -- 4,095,000
Payments of term debt .........occoviiiviii e (869,000) (1,677,000) (2,814,000)
Payments on capital [€ases........cccoererrrrivecerrinninenens (180,000) (461,000) (504,000)
Payments on treasury stock purchase .........ccccoeeveneene. -- - (68,000)
Proceeds from exercises of options .....c.ccocccvveverrnene -- - 2,000
Net cash provided by (used in) financing activities....... (1,014,000) (2,476,000) 1,823,000
Effect of exchange rate changes on cash. ......cco..oeee.n (62,000) (9,000) 53,000
Net change in cash....c.ooocvevveviiiiiiie e ' 30,000 3,000 4,000
Cash at the beginning of the year ..........cccovervvevverennn. 7,000 4,000 -
Cash at the end of the year..........ccvovevrvieveeeeeee e, $ 37,000 $ 7,000 $ 4,000
Supplemental Disclosure of Cash Flow Information
Cash paid for INtETest.....oovvieeeree vt $ 2,042,000 $ 2,157,000 $ 2,367,000
Cash paid for inCOmMe taAXes......coovvereeireraenirirerrerieseennns $ 44,000 $ 16,000 $ 431,000

The accompanying notes
are an integral part of these Consolidated Financial Statements.
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PLYMOUTH RUBBER COMPANY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 -- Summary of Significant Accounting Policies

A,

The Company -- Plymouth Rubber Company, Inc. and its subsidiaries primarily operate through the following two
business segments: Plymouth Tapes and Brite-Line Technologies. Management has determined these to be
Plymouth Rubber Company’s business segments, based upon its process to review and assess Company
performance, and to allocate resources. Plymouth Tapes manufactures plastic and rubber products, including
automotive, electrical, and industrial tapes. Brite-Line Technologies manufactures and supplies rubber and plastic
highway marking and safety products.

Principles of Conselidation -- The consolidated financial statements include the accounts of Plymouth Rubber
Company, Inc. and its wholly-owned subsidiaries, Brite-Line Technologies, Inc. and Plymouth Rubber Europa,
S.A.. Significant intercompany accounts and transactions have been eliminated in consolidation.

Inventories -- Inventories are valued at the lower of cost, determined principally on the first-in, first-out method,
or market.

Revenue Recognition -- The Company recognizes revenues at the point of passage of title, which is generally at
the time of shipment.

Plant Assets -- Plant assets are stated at cost for purchased assets and at the lesser of the present value of minimum
lease payments or fair value for capital lease assets. Additions, renewals and betterments of plant assets, unless
those of relatively minor amounts, are capitalized. Maintenance and repairs are charged to expense as incurred.
Depreciation and amortization are provided on the straight-line method based upon the estimated useful lives of
15-45 years for buildings and 3-14 years for machinery and equipment. Capital leases are depreciated over the
shorter of the estimated useful life or the life of the lease. The cost and related accumulated depreciation of fully
depreciated and disposed assets are removed from the accounts. The Company reviews long-lived assets annually
or whenever events of circumstances indicate that the carrying amounts of the asset may not be recoverable in
accordance with SFAS No. 121. Any impaired assets are written down to their estimated fair value based on the
best information available to the Company. The Company wrote off approximately $0.8 million and $1.1 million
of fully depreciated plant assets in 2002 and 2001, respectively.

Environmental Matters -- Environmental expenditures that relate to current operations or to an existing condition
caused by past operations are expensed. Liabilities are recorded without regard to possible recoveries from third
parties, including insurers, when environmental assessments and/or remediation efforts are probable and the costs
can be reasonably estimated.

Retirement Plans -- The Company provides certain pension and health benefits to retired employees. Pension costs
are accounted for in accordance with Statement of Financial Accounting Standards No. 87, “Employers’
Accounting for Pensions”. Unrecognized pension gains and losses are amortized on a straight-line basis over ten
years. The cost of postretirement health benefits is accrued during the employees' active service period in
accordance with Statement of Financial Accounting Standards No. 106, “Employers’ Accounting for Postretirement
Benefits Other Than Pensions”.

Imcome Taxes -- The Company reports income taxes using the asset and liability approach, which requires the
recognition of deferred tax assets and liabilities for the expected future tax consequences of temporary differences
between the financial statement carrying amounts and the tax bases of the Company's assets and liabilities. A
valuation allowance is provided for deferred tax assets if it is more likely than not that these items will either expire
before the Company is able to realize their benefit, or that future deductibility is uncertain.

Earnings Per Share -- In accordance with Statement of Financial Accounting Standards No. 128, “Earnings per
Share” (FAS 128), basic earnings per share is computed by dividing income available to common shareholders by
the weighted-average common shares outstanding during the period. Diluted earnings per share is computed by
giving effect to all dilutive potential common shares that were outstanding during the period.
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PLYMOUTH RUBBER COMPANY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (Continued)

Note 1 -- Summary of Significant Accounting Pelicies -- (Continued)

J.

Fair Value of Financial Instruments -- The carrying amounts reported in the accompanying consolidated balance
sheets for accounts receivable, and accounts payable approximate fair values because of the immediate or short-
term maturities of these financial instruments. The carrying amount of the Company’s fixed rate debt also
approximates fair value based on current rates for similar debt.

. Stock-Based Employee Compensation Plans -- As permitted under Statement of Financial Accounting Standards
No. 123, “Accounting for Stock-Based Compensation” (FAS 123), the Company accounts for its stock-based
compensation plans using the intrinsic value method prescribed by Accounting Principals Board Opinion No. 25,
“Accounting for Stock Issued to Employees” (APB 25).

Foreign Currencies -- The U.S. dollar is the functional currency for the Company’s Brite-Line and U.S. tape
operations. For these operations, all gains and losses from foreign currency transactions are included in the
Consolidated Statement of Operations. The Company operates a wholly-owned tape subsidiary in Spain which
accounted for approximately 11.4% of the Company’s revenues in fiscal 2002. The functional currency of this
subsidiary is the Euro. The balance sheet is translated at year end exchange rates and the statement of operations
at weighted average exchange rates. Changes in the Euro exchange rate could affect the reporting of the subsidiary’s
earnings in the Consolidated Statement of Operations.

Accounting for Shipping and Handling Fees and Costs -- In accordance with Emerging I[ssues Task Force Issue

00-10, “Accounting for Shipping and Handling Fees and Costs™ (“Issue 00-10"), the Company classifies shipping
and handling fees as revenues and shipping and handling costs as part of selling, general and administrative
expenses. Shipping and handling costs were $2,409,000, $2,603,000 and $2,952,000 in 2002, 2001 and 2000,
respectively.

Accounting for Derivatives -- Statement of Financial Accounting Standards No. 133, “Accounting for Derivative
Instruments and Hedging Activities” (“FAS 133”), as amended, was effective for the Company as of December 2,
2000. FAS 133 establishes accounting and reporting standards requiring that all derivative instruments, including
certain derivative instruments embedded in other contracts, be recorded in the balance sheet as either assets or
liabilities measured at fair value. FAS 133 requires that changes in the derivative instrument’s fair value be
recognized currently in earnings, unless specific hedge accounting criteria are met. Special accounting for
qualifying hedges allows a derivative instrument’s gains and losses to offset related results on the hedged item in
the statement of operations, and requires that a company must formally document, designate, and assess the
effectiveness of derivative instruments that receive hedge accounting. The Company did not hold any derivative
positions for the years ended November 29, 2002, and November 30, 2001.

Use of Estimates -- The preparation of consolidated financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial
statements and the reported amounts of revenues and expenses during the period. Actual results could differ from
those estimates.

Reclassifications -- Certain reclassifications of prior year balances have been made to conform to the current
presentation.
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PLYMOUTH RUBBER COMPANY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (Continued)

Note 1 -- Summary of Significant Accounting Policies -- (Continued)

Q. Business Combinations, Goodwill and Other Intangible Assets -- In June 2001, the FASB issued Statement of

Financial Accounting Standards No. 141, "Business Combinations" (FAS 141), and Statement of Financial
Accounting Standards No. 142, "Goodwill and Other Intangible Assets" (FAS 142). FAS 141 requires that the
purchase method of accounting be used for all business combinations initiated after June 30, 2001. FAS 141 also
specifies criteria that intangible assets acquired in a purchase method business combination must meet to be
recognized and reported apart from goodwill. FAS 142 requires that goodwill and intangible assets with indefinite
useful lives no longer be amortized, but instead tested for impairment. FAS 142 is effective for fiscal years
beginning after December 15, 2001, and was adopted by the Company effective December 1, 2001. As of
November 29, 2002, the Company had unamortized goodwill of approximately $402,000, which is subject to the
provisions of FAS 142. The adoption of these standards did not have a material impact on the Company’s
consolidated financial statements.

Accounting for Asset Retirement Obligations -- In June 2001, the FASB issued Statement of Financial
Accounting Standards No. 143,"Accounting for Asset Retirement Obligations"(FAS 143). FAS 143 requires
entities to record the fair value of a liability for an asset retirement obligation in the period in which it is incurred.
When the liability is initially recorded, the Company is required to capitalize a cost by increasing the carrying
amount of the related long-lived asset. Over time, the liability is accreted to its present value each period, and the
capitalized cost is depreciated over the useful life of the related asset. Upon settlement of the liability, an entity
either settles the obligation for its recorded amount or incurs a gain or loss upon settlement. FAS 143 will be
effective for fiscal years beginning after June 15, 2002 and will be adopted by the Company effective November
30, 2002. The Company is currently assessing the impact of the adoption of FAS 143,

Accounting for the Impairment or Disposal of Long-lived Asset -- In August 2001, the FASB issued Statement
of Financial Accounting Standards No. 144, “Accounting for the Impairment or Disposal of Long-lived Assets”
(FAS 144), which supersedes Statement of Financial Accounting Standards No. 121, “Accounting for the
Impairment of Long-lived Assets and for Long-lived Assets to Be Disposed Of” (FAS 121), and the accounting and
reporting provisions of APB Opinion No. 30, “Reporting the Results of Operations -- Reporting the Effects of
Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and
Transactions” (APB 30), for the disposal of a segment of a business. Because FAS 121 did not address the
accounting for a segment of a business accounted for as a discontinued operation under APB 30, two accounting
models existed for long-lived assets to be disposed of. FAS 144 establishes a single accounting model, based on
the framework established in FAS 121, for long-lived assets to be disposed of. It also addresses certain significant
implementation issues under FAS 121. The provisions of FAS 144 will be effective for the Company as of
November 30, 2002. The Company is in the process of assessing the impact of the adoption of FAS 144.

Statement of Financial Accounting Statement No. 145 -- In April 2002, the FASB issued Statement No. 145
(FAS 145), Rescission of FASB Statements No. 4, 44, and 64, Amendment of FASB Statement No. 13, and
Technical Corrections. FAS 145 rescinds FAS 4, Reporting Gains and Losses from Extinguishment of Debt, FAS
44, accounting for Intangible Assets of Motor Carriers, and FAS 64 (an amendment of FAS 4), Extinguishments
of Debt Made to Satisfy Sinking-Fund Requirements. FAS 145 eliminates the requirement that gains and losses
from the extinguishment of debt be aggregated and, if material, classified as an extraordinary item, net of the related
income tax effect. However, an entity would not be prohibited from classifying such gains and losses as
extraordinary items so long as they are both unusual in nature and infrequent in occurrence. This provision will
be effective for fiscal years beginning after December 15, 2002. FAS 145 also amends FAS 13, Accounting for
Leases, to eliminate an inconsistency between the required accounting for sale-leaseback transactions and the
required accounting for certain lease modifications that have economic effects that are similar to sale-leaseback
transactions. The amendment to FAS 13 and other technical amendments will be effective for all transactions
occurring and financial statements issued after May 15, 2002. The Company is in the process of assessing the
impact of the adoption of FAS 145.
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PLYMOUTH RUBBER COMPANY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (Continued)

Note 1 -- Summary of Significant Accounting Policies -- (Continued)

U. Accounting for Costs Associated with Exit or Disposal Activities -- In June 2002, the FASB issued Statement
No. 146 (FAS 146), Accounting for Costs Associated with Exit or Disposal Activities, which eliminates Emerging
Tssues Task Force (EITF) Issue No. 94-3, Liability Recognition for Certain Employee Termination Benefits and
Other Costs to Exit an Activity (including Certain Costs Incurred in a Restructuring). FAS 146 applies to costs
associated with an exit activity including:(a) termination benefits provided to current employees that are
involuntarily terminated under the terms of a benefit arrangement that is not an ongoing benefit arrangement or an
individual deferred compensation contract (one-time termination benefit); (b) costs to terminate a contract that is
not a capital lease; and (c) costs to consolidate facilities or relocate employees. FAS 146 requires that these
liabilities be recognized and measured initially at fair value in the period in which the liability is incurred. If fair
value cannot be reasonably estimated, the liability shall be recognized initially in the period in which fair value can
be reasonably estimated. The provisions on FAS 146 will be effective for the Company prospectively for exit or
disposal activities initiated after December 31, 2002. The Company is in the process of assessing the impact of the
adoption of FAS 146.

V. Accounting for Stock Based Compensation -- On December 31, 2002, the Financial Accounting Standards Board
(FASB or the Board) issued Statement of Financial Accounting Standards No. 148, Accounting for Stock-Based
Compensation -- Transition and Disclosure -- an amendment of FAS 123 (FAS 148). As the title of the standard
implies, it is fairly limited in its scope, however it will have implications for all entities that issue stock-based
compensation to their employees. This Statement amends FASB Statement No. 123, Accounting for Stock-Based
Compensation, to provide alternative methods of transition for a voluntary change to the fair value based method
of accounting for stock-based employee compensation. In addition, this Statement amends the disclosure
requirements of Statement 123 to require prominent disclosures in both annual and interim financial statements
about the method of accounting for stock-based employee compensation and the effect of the method used on
reported results. This Statement permits two additional transition methods for entities that adopt the preferable
method of acccunting for stock-based employee compensation. Both of those methods avoid the ramp-up effect
arising from prospective application of the fair value based method. In addition, to address concerns raised by some

constituents about the lack of comparability caused by multiple transition methods, this Statement does not permit

the use of the original Statement 123 prospective method of transition for changes to the fair value based method
made in fiscal years beginning after December 15, 2003. . The Company is in the process of assessing the impact
of the adoption of FAS 148.

W. Financial Accounting Standards Board Interpretation Ne. 45 -- In November 2002, the Financial Accounting
Standards Board ("FASB") issued FASB Interpretation No. 45 (FIN 45), Guarantor's Accounting and Disclosure
Requirements for Guarantee, Including Indirect Guarantees of Indebtedness of Others (an interpretation of FASB
Statements No. 5, 57, and 107 and rescission of FASB Interpretation No. 34). FIN 45 clarifies the requirements
of the FASB Statement No. 5 (FAS 5), Accounting for Contingencies, relating to a guarantor's accounting for, and
disclosure of, the issnance of certain types of guarantees, FIN 45 requires that upon issuance of a guarantee, the
guarantor must recognize a liability for the fair value of the obligation it assumes under that guarantee. Many
guarantees are embedded in purchase or sales agreements, service contracts, joint venture agreements, or other
commercial agreements and the guarantor in many of those arrangements does not receive separately identifiable
up-front payment (e.g.. a premium) for issuing the guarantee. Prior to FIN 45, many guarantors did not recognize
an initial liability for such embedded guarantees. Now, however, they are required to recognize a liability at fair
value upon issuance of the guarantees, regardless of whether they receive a separate premium for doing so. The
Interpretation is intended to improve the comparability of financial reporting by requiring identical accounting for
guarantees issued with a separately identified premium and guarantees issued without a separately identified
premium. For guarantees issued or modified after December 31, 2002, significant new disclosure requirements are
effective beginning with 2002 calendar year-end financial statements, including a requirement to disclose the
maximum amount of future payments that an entity might need to make under a guarantee and a reconciliation of
during the period in their product warranty liabilities. The Company is in the process of assessing the impact of the
adoption of FIN 45.
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PLYMOUTH RUBBER COMPANY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (Continued)
Note 2 -- Going Concern, Borrowing Arrangements and Financing Commitments

Going Concern

The consolidated financial statements have been prepared on a going concern basis, which contemplates the realization
of assets and the satisfaction of liabilities in the normal course of business. The negative working capital position of
$2,339,000, the funding requirement for the defined benefit plan of $1,262,000 for the plan year ending November 30,
2002, the lack of sales growth, and the overall risks associated with the fiscal 2003 plan may indicate that the Company
will be unable to continue as a going concern for a reasonable period of time. The consolidated financial statements do
not include any adjustments that might result from the outcome of this uncertainty.

It is management’s belief that cash flows generated from operations and available incremental borrowings will be
sufficient to meet the Company’s liquidity needs during fiscal 2003. Management has also identified a number of
additional expense reductions possible in 2003, including the deferral of certain planned personnel replacements or
additions, the deferral of certain planned marketing expenses, reduced product costs through materials substitutions, and
decreased usage of certain operating supplies. Although management expects to be able to accomplish its business and
financing plans, there is no assurance that it will be able to do so. The Company’s plans depend upon many factors.
Failure to accomplish these plans could have an adverse impact on the Company’s liquidity, financial position, and ability
to continue operations.

Borrowing Arrangements and Financing Commitments

In November 2002 the Company completed the restructuring of its term debt. Under the revised agreements, the term
debt lenders (1) reduce principal payments from approximately $9.2 million to $4.1 million for the period April 1, 2002
through September 20, 2005; (2) establish the maturity dates of the remaining debt of approximately $4.5 million on
October 1, 2005, and $1.3 million between October 1, 2005 and May 1, 2008; (3) eliminate all financial covenants; (4)
waive existing defaults; and (5) rescind prior demands for accelerated payments. As part of the restructuring, the
Company entered into Mortgage and Assignment of Leases and Rents, Security Agreement, Trademark Security
Agreement and Patent Security Agreement (the "Security Agreements”) with its lenders to secure performance of its
obligations. Under the Security Agreements, the Company granted its (term debt) lenders (1) a subordinated mortgage
on its manufacturing facility in Canton, Massachusetts and (2) security interests in all of its patents, trademarks,
intangibles, accounts, fixtures, products and proceeds.

The restructured term debt agreements contain a provision beginning for the fiscal year ending November 2003 and
continuing for each fiscal year thereafter, for annual payments of 25% of "Free Cash Flow". Free Cash Flow means the
amount obtained by subtracting (a) the sum of (1) interest expense, (2) principal payments of debt paid, (3) non-financed
capital expenditures, (4) federal and state income tax payments, (5) pension contributions payments, (6) environmental
payments against reserves, from (b) EBITDA. Payments of Free Cash Flow are to be shared by the term debt lenders
and are to be applied to outstanding principal on the term debt.

In addition, the revised agreement with the Company's primary term debt lender contains a provision, which allows for
extended principal payments of the approximately $4.5 million due October 1, 2005. This provision requires that the
Company demonstrate to the lender that (1) the senior lien priority of the mortgage on the Company's real property is
limited to $2.0 million; and (2) that the appraised fair market value of the real property subject to the mortgage is not
less that $2.5 million. If these conditions are satisfied to the lender satisfaction, then the $4.5 million of principal due
October 1, 2005 will have extended maturity dates from April 1, 2006 to April 1, 2011.
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PLYMOUTH RUBBER COMPANY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (Continued)
Note 2 -- Going Concern, Borrowing Arrangements and Financing Commitments -- (Continued)
The revolving line of credit and term debt of the Company consisted of the following as of:

November 29, November 30,
2002 2001

Short-term borrowings under a revolving line of credit, secured by a first
interest in accounts receivable, inventory, certain equipment and certain other
personal property with interest charged at prime plus 1%. At November 29,
2002, the Company had approximately $1,200,000 in borrowing availability

on its revolving line of credit. The interest rate at November 29, 2002 was
525 Do cvvreeeeveeesee ettt $ 10,741,000 10,980,000

Term debt, in the original principal amount of $3,000,000, with a month to

month renewal term, secured by a first interest in real property. Monthly

Principal payments of $50,000 plus interest at prime plus 1% are required. The

interest rate at November 29, 2002 was 5.25 % 1,200,000 1,550,000

Short-term borrowings with three Spanish Banks and a German Bank with

interest rates ranging from 4.30% to 6.25% at November 29, 2002. Principal

amount 1,381,000 euros (approximately $1,373,000) at November 29, 2002 1,373,000 937,000
$ 13,314,000 $ 13,467,000

Term debt, in the original principal amount of $2,228,000, with interest at

9.50%, due May 2008, secured by a first interest in certain equipment ......... $ 2,228,000 -
Term debt, in the original principal amount of $3,710,000, with interest at

8.04%, due October 2005, secured by a first interest in certain equipment. ... 1,705,000 1,790,000
Term debt, in the original principal amount of $4,050,000, with interest at

8.54%, due October 2003, secured by a first interest in certain equipment.... 2,414,000 2,485,000
Term debt, in the original principal amount of $550,000, with interest at 8.75%,

due October 2003, secured by a first interest in certain equipment................. 420,000 431,000
Term debt, in the original principal amount of $1,469,979, with interest at

9.56%. due October 2003, secured by a first interest in certain equipment ... 1,264,000 1,291,000
Term debt, in the original amount of $1,104,077, with interest at 8.98%, due

October 2005, secured by a first interest in certain equipment...........c.o.e....... 978,000 999,000

Term debt, in the original principal amount of $450,000, with due interest at
7.75%, due October 2005, secured by a first interest in certain equipment.... 180,000 268,000

Term debt, in the original principal amount of 1,502,000 euros, due April 2007,
secured by a first interest in real property. With interest at the one-year Madrid
inter-bank market rate (MIBOR) plus 1.25%, adjusted quarterly. The interest
rate at November 29, 2002 Was 5.25% w.ocooeeeeeeieiieeee e 672,000 733,000
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PLYMOUTH RUBBER COMPANY, INC,

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (Continued)

Note 2 — Going Concern Borrowing Arrangements and Financing Commitments -- (Continued)

November 29, November 30,
2002 2001
Term debt, in the original principal amount of $1,339,000, with interest at
7.1%, due April 2004, secured by a first interest in certain equipment .......... - 794,000
Term debt, in the original principal amount of $868,000, with interest at 8.39%,
due November 2004, secured by a first interest in certain equipment............ -- 618,000
Term debt, in the original principal amount of $810,250, with interest at 9.11
%, due June 2005, secured by a first interest in certain equipment .............. - 676,000
Term debt, in the original principal amount of $161,313, with interest at 9.05%,
due September 2005, secured by a first interest in certain equipment............ -- 139,000
Term debt, in the original principal amount of 225,000 euros with interest at
8.0% due JAanuary 2002 ........cccovivrurirrivirereirieieeesieseessietee e -- 72,000
Capital lease obligations (s€€ NOte 9) .....ccocoiiiiiiiiiiiee e 647.000 756,000
10,508,000 11,052,000
eSS CUITENT POTTION L.eiiiiviiecieereetie e sttt e e sva et e st et neresenenrneeee 1,536,000 10,222,000

$ 8,972,000 $ 830,000

During the fiscal year, one of the Company's debt lenders was acquired by another financial institution. As a result, at
the year ended November 29, 2002 a single term note has replaced four individual term notes.

Maturities of long-term obligations in the next five years are: 2003 - $1,536,000; 2004 - $1,630,000; 2005 - $5,771,000;
2006 - $606,000; 2007 - $663,000; and thereafter - $302,000.

Note 3 -- Income Taxes

Income (loss) before taxes consists of the following:

Year Ended
November 29, November 30, December 1 ,
2002 2001 2000
UL S e $ (263,000) $  (2,869,000) $  (2,413,000)
FOT@IZMN 1eovieeeieiieeeeeis e 239,000 (41,000) 126,000
Total $ (24,000) $  (2,910,000) $ (2,287,000)
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PLYMOUTH RUBBER COMPANY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (Continued)

Note 3 -- Income Taxes -- (Continued)

The provision (benefit) for income taxes consists of the following:

Year Ended
November 29, November 30, December 1,
2002 2001 2000
Current:
(187,000) -- (658,000)
-- -- (66,000)
62,000 (11,000) 48,000
(125,000) {11,000) (676,000)
Deferred:
Federal.........cccooooivinniee - - 1,787,000
StAte..cevieieeiee e - - 591,000
- -- 2,378,000
Total $ (125,000) $ (11,000) $ 1,702,000

The components of the net deferred tax asset (liability) are as follows:

November 29, November 30,
2002 2001
Deferred tax assets:
Pension obligations .........cocceevvrvereene i e $ 2,673,000 $ 1,995,000
Federal and state NOL carryforwards .......cccoovevvnvieivieennenne 1,746,000 1,754,000
Environmental FeSEIVES. c.veeeoviviiirrieeee e eeeiveeeeereeeeeeeneens 455,000 455,000
AMT credit carryfoward .........ooooviviciiic e 246,000 433,000
Postretirement benefitS........ccoovvvvviieeiericciiiie e, 435,000 410,000
State investment tax credit (ITC) carryforwards................ 357,000 382,000
OtNET TESEIVES. ... ivvvrieee e cectrire et et ee e e e eenreee e 1,176,000 882,000
Total gross deferred tax assets .....cocovveveerreinieneienienceennene 7,088,000 6,311,000
Valuation allowancCe........ccoooviiiioivnre e (5,226,000) (4,471,000)
1,862,000 1,840,000
Deferred tax liability:
PIANT GSSETS ..viviiiiieriiiiiie e eeeeciitrir e e e ceetiearieeseessesnrseeeeaeaen (1,981,000) (1,947,000)
Net deferred tax asset (1iability) ....cocoooveeienecirinninecne $ (119,000) $ (107,000)

In accordance with the Statement of Financial Accounting Standard No. 109, “Accounting for Income Taxes” (FAS 109),
management performed an analysis of the realizability of its deferred tax assets. FAS 109 requires that deferred tax
assets be reduced by a valuation allowance if it is more likely than not that some portion or all of the deferred tax asset
will not be realized. The Company increased the valuation allowance for deferred tax assets by $755,000 and $2,004,000
in 2002 and 2001, respectively. Such an increase was deemed necessary as the net deferred tax asset balance at
November 29, 2002 and November 30, 2001 could not be carried back to recover taxes paid in previous years and will
not be offset by the reversal of future taxable differences. Also, the Company’s liquidity situation at November 29, 2002
and November 30, 2001 provides significant negative evidence regarding the ability to generate sufficient taxable income
in the future to recover these assets.
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Note 3 -- Income Taxes -- (Continuzed)

A reconciliation of the statutory federal income tax rate and the effective income tax rate for income from continuing
operations for the years ended November 29, 2002, November 30, 2001, and December 1, 2000, is as follows:

Year Ended
November 29, November 30, December 1,
2002 2001 2000
Tax (benefit) computed at statutory rate...... $ (8,000) $ (989,000) $ (778,000)
State income taxes, net of federal
income tax benefit...........ccoeeeeeevinirinnnnnn. (333,000) (154,000) (166,000)
Expired federal investment tax credit -- -- 327.000
Recovery of federal tax credit.........ccccceeee. (187,000) -- --
State investment tax credit.........ccoorreeee. (25,000) - -
Valuation allowance ...........ccccocveeeeeeineennne. 435,000 1,127,000 2,387,000
Rate differential attributable to
foreign operations ...........ccceeevvvevvirereeennnnn. (19,000) 1,000 5,000
Other....ooooiiiiee e 12,000 4,000 (73,000)
$ (125,0000 % (11,0000 $ 1,702,000
Effective income tax rate .......cocooovcveenenn. (520.8)% (0.4)% (74.4)%

During 2002 and 2001, the Company recorded a $3,530,000 and $2,234,000 minimum pension liability and a full
valuation allowance on the related deferred tax asset of $1,386,000 and $877,000. These amounts are included in Other
Comprehensive Income (Loss) for the year ended November 29, 2002 and November 30, 2001, respectively.

Note 4 -- Accrued Expenses

The Company's accrued expenses consist of the following:

November 29, November 30,

2002 2001
Accrued payroll and related benefits............coovevieviiiiiennnnnn, $ 972,000 $ 970,000
Accrued pension contributions.......ceeeceiireieeiicieeearicneieens 1,250,000 1,497,000
OThET ettt 2,260,000 2,064,000

$ 4,482,000 $ 4,531,000

Note § -- Retirement and Other Benefit Plans

The Company has a non-contributory, defined benefit pension plan and a contributory, defined contribution profit
sharing plan, covering substantially all employees. The Company's defined benefit pension plan provides benefits for
stated amounts for each year of service through fiscal 1996 after which time benefits have been frozen. The Company's
funding policy for the pension plan is to make contributions at least equal to the minimum required by the applicable
regulations. The Company's defined contribution profit sharing trust allocates Company contributions based upon a
combination of annual pay and employee elective deferral of pay. The Company may make a discretionary contribution
to the profit sharing trust. During 2002, 2001 and 2000, the Company did not accrue for any profit sharing contribution.
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Note 5§ -- Retirement and Other Benefit Plans -- (Continued)

The following table provides reconciliation of changes in benefit obligations and fair value of plan assets. In addition,
this table shows the plan’s funded status and the amounts recognized in the consolidated balance sheet for the
Company’s defined benefit pension plan.

November 29, November 30,
2002 2001

Reconciliation of benefit obligation:

Benefit obligation at beginning of year..........c..cccconnevenene $ 12,996,000 S 11,911,000

TNEEIESE COSt vvviiiiiiiiiiieeeie et ree e ra e eas 757,000 832,000

Benefit payments.......ccoce i eiiirie i (1,215,000) (1,266,000)

Actuarial (gain) (085 ....coeeeriiiiiiiee e 474,000 1,519,000

Benefit obligation atend of year........cocoooverivieneenenn. S 13,012,000 $ 12,996,000
Reconciliation of fair value of plan assets:

Fair value at beginning of year..........ccoeovvvvveviecieerecnnienean, $ 8,247,000 $ 9,747,000

Actual return on plan assets ....cccvevvereereeeciiecneere e (385,000) (234,000)

Employer contribuions ........ccevreeoriinirirnnienrnecncnnes - -

Benefit PAYMENtS.......c.ccvieerniinierinienie e sie s sesensre s (1,215,000) (1,266,000)

Fair value at end of year......cccoovvevvveecneiiiiiiee e $ 6,647,000 $ 8,247,000
Funded Status:

Funded statis.....ocooveviiieieieeeeeee e $ (6,365,000) $ (4,749,000)

Unrecognized (Zain) 10SS......ccccuermnmiriniiriieneninecncnrenenas 3,530,000 2,234,000

Net amount recOZNIZed .......cccveverevereeiviiereeeeeneeereeveseseneeas $  (2,835.000) $ (2,515,000
Amounts recognized in the consolidated balance sheet:

Accried PENSION COSE ....oviviirieiireerereierere st eeeteeeeneren e $ (6,365,000 $  (4,749,000)

Accumulated other comprehensive 10ss........coccoceneninine 3,530,000 2,234,000

Net amount reCoOgnIZed .......ooceeeiveeiernnriiseseersreasaeeeeseeas $ (2,835,000) $ (2,515,000)

Net periodic pension expense (income) for the pension plan for the years ended November 29, 2002, November 30,
2001 and December 1, 2000, is as follows:

Year Ended
November 29, November 30, December 1,
2002 2001 2000
SEIVICE COSLuvriririiiiierrieirneeerinerireserieenreeenns $ - $ - $ --
INterest COSt c.veermiiiiniiincrcceceer e 758,000 832,000 847,000
Expected return on assets...........cccoevnenene (686,000) (730,000) (845,000)
Amortization of net gain ..........ccooeviinee 248,000 (7,000) (160,000)
Net periodic pension expense (income) $ 320,000 $ 95,000 $ (158,000)
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Key weighted-average assumptions used in the measurement of the Company’s defined benefit pension obligation are
as follows:

2002 2001 2000
DiSCOUNE TALE wvvvviviiiiiieirer it 5.75% 6.00% 7.25%
Long term rate of return on assets............... 9.00% 8.00% 8.00%

In addition to pension benefits, the Company provides health insurance benefits to retirees disabled on the job and
employees who elect early retirement after age 62, on a shared-cost basis. This coverage ceases when the employee
reaches age 65 and becomes eligible for Medicare. In addition, the Company provides certain limited life insurance for
retired employees. In accordance with Statement of Financial Accounting Standards No. 106, “Employers’ Accounting
for Postretirement Benefits Other than Pensions”, the cost of these benefits is accrued during the employees' active
service period.

The following table provides a reconciliation of changes in benefit obligations. In addition, this table shows the funded
status and the amounts recognized in the consolidated balance sheet for the Company’s postretirement benefits.

November 29, November 30,
2002 2001
Reconciliation of benefit obligation:
Benefit obligation at beginning of year...........ccccoceieeenee $ 807,000 $ 747,000
SEIVICE COSL vviiiiinee ettt ettt r e 63,000 35,000
INTETESE COST...oniiviviiiiicrietcneer e 61,000 49,000
Benefit payments.......cccocvcveeniinniiienecceene e (60,000) (78,000)
Actuarial (Zain) J0SS ....ooeovivniieii e 323,000 54,000
Benefit obligation at end of year.........cccccvveeieenrrevneenen. $ 1,194,000 $ 807,000
Reconciliation of fair value of plan assets:
Fair value at beginning of year..........ccocovvecerenniennn $ - $ --
Employer contributions ........cccocvereinciiieicieincneae e 60,000 78,000
Benefit payments........cocvecveiiieinin i (60,000) (78,000)
Fair value at end of year.............ccooi $ -- 3 --
Funded Status:
Funded StatusS........covovveiiniiircns e $  (1,194,000) $ (807,000)
Unrecognized gain (1088)........ooviiiiniiiiiiiiies 158,000 (165,000)
Accrued postretirement benefit COSt....ooooviriiviiniienrnennn. $ (1,036,000) $ (972,000)
Amounts recognized in the consolidated balance
sheet:
Accrued benefit obligation........c.ccooiiiiieiiiini s $ (1,036,000) $ (972,000)
Net amount reCOZNIZEd ......ocveeeireiieccere e $ (1,036,000) $ (972,000)
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Key weighted-average assumptions used in the measurement of the Company’s postretirement benefit obligation are
as follows:

2002 2001 2000
Discount rate 5.75% 6.00% 7.25%

For measurement purposes, a 6.2% annual rate of increase in the per capita cost of covered health care benefits was
assumed for 2003. The rate assumed decreased gradually to 6.0% for 2005 and remains at that level thereafter.

The components of net postretirement expense are as follows:

Year Ended
November 29, November 30, December 1,
2002 2001 2000
SEIVICE COSE .ovvvirireiieniiiie et $ 63,000 $ 35000 $ 34,000
Interest COSt ..o 61,000 49,000 51,000
Amortization of (gain) 108s ......cc.cccecveeinnnn - (10,000) (8,000)
Net periodic postretirement expense ........... $ 124,000 $ 74,000 $ 77,000

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plans. A one
percent change in the assumed health care cost trend rates would have the following effects:

1-Percentage- 1-Percentage-

Point Increase Point Decrease
Effect on total of service and interest cost components ... $ 16,000 $ (13,000)
Effect on postretirement benefit obligation....................... 104,000 (89,000)
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Note 6 -- Common Stock and Earnrings (L.oss) Per Share

The Company has authorized a class of preferred stock. To date, no shares have been issued.

Common stock activity was as follows:

Shares Common Stock Paid in Treasury
ClassA  Class B Class A Class B Capital Stock
Balance at December 3, 1999............. 810,586 1,280,304 $ 810,000 $ 1,280,000 $ 9,083,000 $ (259,000)
Purchase of treasury shares................ (68,000)
Issuance of Class B common stock
under stock option plans................ 1,000 1,000 1,000

Balance at December 1, 2000............. 810,586 1,281,304 $ 810,000 $ 1,281,000 $ 9,084,000 $  (327,000)
Issuance of treasury shares................. 142,000
Balance at November 30, 2001........... 810,586 1,281,304 $ 810,000 $ 1,281,000 $ 9,084,000 § (185,000
Balance at November 29, 2002........... 810,586 1,281,304 $ 810,000 $ 1,281,000 $ 9,084,000 $ (185,000)

Treasury stock includes 32,914 shares of Class B Common Stock at November 29, 2002 and November 30, 2001,
respectively. During fiscal 2001, 22,086 shares of treasury stock were issued to Directors in lieu of cash payment of
annual non-employee director retainer fees.

The following table reflects the factors used in computing earnings (loss) per share and the effect on income (loss) and
the weighted average number of shares of dilutive potential common stock.

Year Ended November 29, 2002

Income Shares Per Share
(Numerator) (Denominator) Amount
Basis EPS
Income (loss) available to common
StOCKhOIAErS ....ooooviiiviiieee e 3 101,000 2,058,976 $ 0.05
Effect of dilutive stock options (a)............ -- 46,881
Piluted EPS

Income (loss) available to common

stockholders and assumed conversions .. 101,000 2,105,857 % 0.05
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Note 6 -- Common Stock and Earnings (Loss) Per Share -- (Continued)

Year Ended November 30, 2001

(Loss) Shares Per Share
(Numerator) (Denominator) Amount
Basis EPS
Income (loss) available to common
StOCKHOIAErS .....voviviiiiieee e $  (2,899,000) 2,042411 $ (1.42)
Effect of dilutive stock options (a)............ -- -
Diluted EPS
Income (loss) available to common
stockholders and assumed conversions ..  $ (2,899,000) 2,042411 § (1.42)
Year Ended December 1, 2000
(Loss) Shares Per Share
(Numerator) (Denominator) Amount
Basis EPS
Income (loss) available to common
stockholders .......cocoovvvvvieieiiiiiiciineee $  (3,989,000) 2,041,481 % (1.95)
Effect of dilutive stock options (a)............ -- --
Diluted EPS
Income (loss) available to common
stockholders and assumed conversions .. $ (3,989,000) 2,041,481 $ (1.95)

(a) Options for 412,181, 380,729, and 335,520 shares of common stock were outstanding at November 29 2002,
November 30 2001 and December 1, 2000, respectively, but were not included in computing diluted earnings (loss)
per share in each of the respective periods because their effects were anti-dilutive. In addition, options for 100,667
and 151,509 shares of common stock were outstanding at November 30, 2001 and December 1, 2000, respectively,
but were not included in computing diluted earnings per share because of the net loss.

Note 7 -- Stock Option and Stock Purchase Plans

The Company established on June 29, 1992, an incentive stock option plan entitled the "1992 Employee Stock Option
Plan" (the "1992 Plan"). The 1992 Plan authorizes the granting of options to key employees and officers to purchase
an aggregate of 225,000 shares of the Company's Class B Common Stock. The exercise price of the options granted
under the 1992 Plan may be no less than the fair market value of the shares subject thereto on the date of grant.
Although the Board of Directors or Committee administering the 1992 Plan may authorize variations from the standard
terms, options under the 1992 Plan will generally be exercisable in annual one-fourth increments, beginning one year
from the date of grant, with an additional one-fourth becoming exercisable at the end of each of the years thereafter.
The options are exercisable for ten years from the date of grant. The period for granting options under this plan has
expired.
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On February 1, 1995, the Company established an incentive stock option plan entitled the “1995 Employee Incentive
Stock Option Plan” (the 1995 Employee Plan”) and a non-employee stock option plan entitled the “1995 Non-
employee Directors Stock Option Plan™ (the “1995 Director Plan”).

The 1995 Employee Plan authorizes the granting of options to key employees and officers to purchase an aggregate of
300,000 shares of the Company’s Class B Common Stock. The exercise price of the options granted under the 1995
Employee Plan may be no less than the fair market value of the shares subject thereto on the date of grant. Although
the Board of Directors or Committee administering the 1995 Employee Plan may authorize variations from the standard
terms, options under the 1995 Employee Plan will generally be exercised in annual one-fourth increments, beginning
one year from the date of grant, with an additional one-fourth becoming exercisable at the end of each of the years
thereafter. The options are exercisable for ten years from the date of grant. At November 29 2002, there were 26,242
options available for grant under this plan.

The 1995 Director Plan authorizes the granting of options only to non-employee directors to purchase an aggregate of
210,000 shares of the Company’s Class B Common Stock. The exercise price of the options granted under the 1995
Director Plan may be no less than the fair market value of the shares subject thereto on the date of grant. The 1995
Director Plan provided for automatic grant, to each current non-employee director, of options to purchase 15,000 shares
upon approval by the stockholders and to any new non-employee director upon their appointment or election. Although
the Board of Directors or Committee administering the 1995 Director Plan may authorize variations from the standard
terms, options under the 1995 Director Plan will generally be exercised in annual one-third increments, beginning one
year from the date of grant, with an additional one-third becoming exercisable at the end of each of the years thereafter.
The options are exercisable for ten years from the date of grant. As of November 29, 2002, there were 54,075 options
available for grant under this plan.

On February 3, 2002, the Company established an incentive stock option plan entitled the "2002 Stock Incentive Plan”
("the 2002 Plan"). The 2002 Plan authorizes the granting of options to key employees to purchase an aggregate of
300,000 shares of the Company’s Class B Common Stock. The exercise price of the options granted under the 2002
Plan may be no less than the fair market value of the shares subject thereto on the date of grant. Although the Board
of Directors or Committee administering the 2002 Plan may authorize variations from the standard terms, options under
the 2002 Plan will generally be exercised in annual one-third increments, beginning one year from the date of grant, with
an additional one-third becoming exercisable at the end of each of the years thereafter. The options are exercisable for
ten years from the date of grant. At November 29 2002, there were 116,700 options available for grant under this plan.

On April 26, 2002, the Company established a non-employee stock option plan entitled the "2002 Non-Employee
Director Plan” ("the 2002 Director Plan"). The 2002 Director Plan authorizes the granting of options to non-employee
directors to purchase an aggregate of 180,000 shares of the Company’s Class B Common Stock. The exercise price of
the options granted under the 2002 Director Plan may be no less than the fair market value of the shares subject thereto
on the date of grant. Although the Board of Directors or Committee administering the 2002 Plan may authorize
variations from the standard terms, options under the 2002 Director Plan will generally be exercised in annual one-third
increments, beginning one year from the date of grant, with an additional one-third becoming exercisable at the end of
each of the years thereafter. The options are exercisable for ten years from the date of grant. At November 29 2002,
there were 96,000 options available for grant under this plan.
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A summary of the Company’s stock option plans as of November 29, 2002, November 30, 2001, and December 1, 2000,
and the changes during the years then ended on those dates are presented below:

Weighted
Number of Average
Options Exercise Price
Outstanding at December 3, 1999 ........ccccooviivirincinnenenen, 490,199 5.04
Options granted .........ccovvvvveiiiiiieiinic e er e e -- --
OPpHions EXEICISEd ... cc.eiireriririieierieee et (1,000) 2.17
Options eXpired ......coovevviicerieerreeieee e rre e (3,630) 5.78
Outstanding at December 1, 2000.......cc.ccoceoivrecninrnninne 485,569 5.04
Options ranted .......cocoociiireiiiiiee et 159,500 1.27
Options eXercised........cccoivciciriniinniineie e -- --
Options eXpired ........oovvvvieveeierie e e (167,330) 6.31
Outstanding at November 30, 2001 .....ccccocvvnvneriinnninnnnen. 477,739 3.33
OPpHONS ranted .......coceeiiieieriraiiie et nee e 267,300 0.82
Options eXercised ...ovveeviiieereiieririe e -- --
Options EXPIred ......coceoreriiriiiniienee e (153,739) 2.21
Outstanding at November 29, 2002 ........cccooviiiinecinncnnne 591,300 2.49
Weighted
Number of Average
Options Exercise Price
Exercisable at December 1, 2000........ccccooininvciiinniees 300,170 $ 5.54
Exercisable at November 30, 2001 .......ocoovvveiviecnceienn. 215,564 $ 4.94
Exercisable at November 29, 2002 .........ccocooinvcinninninne 250,000 $ 4.57

The following table summarizes information about all stock options outstanding at November 29, 2002:

Options Qutstanding Options Exercisable
Weighted
Average Weighted Weighted
Range of Number Remaining Average Average
Exercise Of Options Contractual Exercise Number Exercise
Prices Qutstanding Life (Years) Price Exercisable Price
$ 0.75-090 267,300 9 $ 082 - 8 -
1.25-1.38 142,000 8 1.28 71,000 1.28
4.25-4.63 73,800 6 4.55 73,800 4.55
5.95-6.81 58,200 3 6.25 55,200 6.25
712-795 50,000 2 7.42 50,000 742
591,300 250,000

The options outstanding at November 29, 2002 expire at various times in 2003 through 2012.
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In accordance with Statement of Financial Accounting Standards No. 123, “Accounting for Stock-Based Compensation”
(FAS 123), the fair value of options granted was estimated on the date of grant using the Black-Scholes option pricing
model. Had compensation expense for the Company’s stock option plans been determined based on the fair value at
the grant dates consistent with the provisions of FAS 123, the Company’s pro forma net income (loss) and earnings
(loss) share would have been as follows:

Year Ended
November 29, November 30, December 1,
2002 2001 2000
Net income (loss), as reported ................ $ 101,000  $  (2,899.0000 $  (3,989.000)
Net income (loss), pro forma .................. (91,000) (3,034,000) (4,206,000)
Basic EPS, as reported ..o 0.05 (1.42) (1.95)
Basic EPS, pro forma .......ccccoceenininn (0.04) (1.49) (2.06)
Diluted EPS, as reported .........c.cocoveeeee. 0.05 (1.42) (1.95)
Diluted EPS, pro forma ............c.cco....... $ 0.04) $ (1.49) $ (2.06)

The weighted average fair value of the options granted during the fiscal 2002 and 2001 was $ 0.81 and $1.23 per
option, respectively. No options were granted during fiscal 2000.

The fair value of options at the date of grant was estimated using the Black-Scholes model with the following
weighted average assumptions:

2002 2001
Expected life (Years) ...c.coooveevviienceenne. 10 10
Expected stock price volatility ................ 150 % 150 %
Risk-free interest rate .............cooveveerennn. 4.00 % 4.00 %

At November 29, 2002 and November 30, 2001, 15,828 shares of the Company's Class B non-voting common stock
were reserved for issuance to employees at a purchase price of not less than $1.00 per share under the Company's
Executive Incentive Stock Purchase Plan. Shares issued under the plan are restricted as to disposition by the employees,
with such restrictions lapsing over periods ranging from five to nine years from the date of issuance. If the participant's
employment is terminated during the restricted period, his or her shares are required to be offered to the Company for
repurchase at the original purchase price. The restrictions for all shares of stock issued under this plan have lapsed.

Repurchased shares totaled 3,720 at November 29, 2002 and at November 30, 2001. During 2002 and 2001, no shares
were repurchased or issued throughout the year. At November 29, 2002 and at November 30, 2001, 30,452 shares were
outstanding.
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Plymouth Rubber Company, Inc. and its subsidiaries primarily operate through the following two business segments:
Plymouth Tapes and Brite-Line Technologies. Management has determined these to be Plymouth Rubber Company’s
business segments, based upon its process of reviewing and assessing Company performance, and allocating resources.
Piymouth Tapes manufactures plastic and rubber products, including automotive, electrical, and industrial tapes. Brite-
Line Technologies manufactures and supplies rubber and plastic highway marking and safety products.

The reporting segments utilize the accounting policies as described in the summary of significant accounting policies
in the Company’s consolidated financial statements. Management evaluates the performance of its segments and
allocates resources to them primarily based upon sales and operating income. Intersegment sales are at cost and are
eliminated in consolidation. In addition, certain of the selling, general and administrative expenses recorded in
Plymouth Tapes could be considered as incurred for the benefit of Brite-Line, but are currently not allocated to that
segment. These expenses include certain management, accounting, personnel and sales services, and a limited amount
of travel, insurance, directors fees and other expenses.

The table below presents information related to Plymouth Rubber’s business segments for each of the past three years.

Year Ended
November 29, November 30, December 1,
2002 2001 2000

Segment sales to unaffiliated customers:

Plymouth Tapes ......ccccccevivevrerevneeneene. $ 56,237,000 $ 57,553,000 $ 66,591,000

Brite-Line Technologies........cccocoonneee. 9,022,000 8,945,000 7,801,000

Consolidated net sales.......o.oeevvennnnnn.n. $ 65259000 $ 66,498,000 $ 74,392,000
Segment income (loss):

Plymouth Tapes .......ccccceveerevvvrenveenneannn. $ 647,000 $ (1,581,000) $ (833,000)

Brite-Line Technologies..........cccccvnen.. 1,113,000 895,000 888,000

Consolidated operating income (loss)... 1,760,000 (686,000) 55,000

Interest EXPense.....c..oceeueeveeeerinneenrennnnn. (2,026,000) (2,298,000) (2,342,000)

Foreign currency exchange gain (loss).. 64,000 (25,000) (110,000}

Other INCOME, NEL...uuveeeeieerieiiiriieerenenens 178,000 99,000 110,000

Consolidated income (loss) before tax .. $ (24,0000 $ (2,910,0000 $ (2,287,000)
Depreciation and amortization:

Plymouth Tapes .......cccovvvrverinirceennnne $ 2,889,000 $ 2,967.000 § 2,717,000

Brite-Line Technologies.....c...c...cevun... 84,000 86,000 71,000

Total depreciation and amortization...... $ 2,973,000 $ 3,053,000 §$ 2,788,000
Assets:

Plymouth Tapes .......ccccoveecrennriricenen. $ 42709000 $§ 44,559,000 $ 47,733,000

Brite-Line Technologies......c.c.ccoeeueee.. 3,537,000 4,099,000 3,728,000

Total aSSEtS .vvvveevrereriiiieiri e eereee s $ 46,246,000 $ 48,658,000 $ 51,461,000
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Note 8 -- Segment Information -- (Continued)

Year Ended
November 29, November 30, December 1,
2002 2001 2000

Geographic information:
Net sales to unaffiliated customers:

United States .....c..oocvveeeeieeieciecceeeene $ 53477000 $ 54,800,000 $ 62,385,000

Spain and Portugal ... 2,883,000 3,199,000 4,294,000

Other...coeeieeer e 8,899,000 8,499,000 7,713,000

Consolidated net sales..........ccccocveveee.. $ 65259000 $ 66,498,000 $ 74,392,000
Long-lived assets:

United States .....c.ovveeeveeeeieeereieeccreeennns $ 19,846,000 $ 22,410,000 $ 24,658,000

SPAIMN. .ot 1,582,000 1,443,000 1,438,000

21,428,000 $ 23,853,000 $ 26,096,000
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The Company has one customer, whose operations are primarily in the automotive industry, which accounted for 33%,
33% and 31% of net sales in 2002, 2001, and 2000, respectively.

Note 9 -- Leases

Included in Plant Assets in the accompanying Consolidated Balance Sheet is leased property under capital leases as
follows:

November 29, November 30,

2002 2001
Machinery and eqUIPIMENt...........ooeverrrireireeeierrneenrninens $ 2,832,000 $ 3,174,000
Less: Accumulated amortization .............ooovvveveeereriieninnennn.. 1,355,000 1,539,000

$ 1,477,000 $ 1,635,000

The Company entered into agreements for the sale and leaseback of certain machinery and equipment in the aggregate
amount of $60,000 in 2002. The leases are for periods of 5 years, at the end of which the Company has buy-out
options. The leases have been accounted for in accordance with Statement of Financial Accounting Standards No. 13,
“Accounting for Leases”. Amortization of the property under capital leases is included in depreciation expense.

The following is a schedule by year of future minimum lease payments under capital leases at November 29, 2002:

2003 e e e $ 390,000
2004 ..o 262,000
2005 e e 20,000
2000 ...t 2,000
Thereafter .......coovivvcrieci e --
Total minimum lease payments 674,000
Less: Amount representing interest 27,000

$ 647,000
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PLYMOUTH RUBBER COMPANY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (Continued)
Note 9 -- Leases -- {Continued)

Minimum annual rentals under noncancelable operating leases (which are principally for equipment) are as follows:

2003 i $ 556,000
2004 ...t e 535,000
2005 e 296,000
2000 ... s 95,000
2007 et e e e -

Total rental expense for 2002, 2001 and 2000 was $1,185,000, $1.071,000, and $1,121,000, respectively. Included in
the total rental expense in each year are the warehousing costs incurred at various locations. The cost of keeping
inventory at these warchouses is primarily determined on a usage basis.

Note 10 -- Transactions with Related Parties

The Company has a consulting agreement with a Director of the Company to provide the Company with various
consulting services. During 2002, 2001 and 2000, consulting fees of $56,400, $51,700, and $51,700, respectively, were
paid pursuant to this agreement. In addition, the Company has a consulting agreement with Kadeca Consulting
Corporation, whose president is a Director of the Company. In 2002, 2001 and 2000, consulting fees under this
agreement were $0, $0, and $14,100, respectively.

Note 11 -- Commitments and Contingencies

The Company has been named as a Potentially Responsible Party by the United States Environmental Protection Agency
in two ongoing claims under the Comprehensive Environmental Response, Compensation and Liability Act of 1980
(“CERCLA"). The Company has also received Notices of Responsibility under Massachusetts General Laws Chapter
21E on two sites in Massachusetts. The Company has accrued $774,000 as of November 29, 2002 to cover future
environmental expenditures related to these claims, which is net of $471,000 payments made to date. The accrual
represents the Company’s estimate of the remaining remediation costs based upon the best information currently
available. Actual future costs may be different from the amount accrued for as of November 29, 2002 and may be
affected by various factors, including future testing, the remediation alternatives taken at the sites, and actual cleanup
costs. The final remediation costs could also be subject to adjustment because of the long term nature of the cases,
legislative changes, insurance coverage, joint and several liability provisions of CERCLA, and the Company’s ability
to successfully negotiate an outcome similar to its previous experience in these matters.

The Company has also received Notices of Responsibility under Massachusetts General Laws Chapter 21E on three sites
at the Company’s facilities in Canton, Massachusetts. In all of these cases, the Company has taken a variety of actions
towards the ultimate cleanup, depending upon the status of each of the sites. These activities include the retention of
an independent Licensed Site Professional, investigation, assessment, containment, and remediation. The Company has
accrued $310,000 as of November 29, 2002 to cover estimated future environmental cleanup expenditures, which is net
of $928,000 payments made to date. Actual future costs may be different from the amount accrued for as of November
29, 2002.
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PLYMOUTH RUBBER COMPANY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (Continued)

Note 12 -- Unaudited Quarterly Financial Data
The following table presents the quarterly information for fiscal 2002 and 2001.

Quarter Ended

March 1 May 31 August 30 November 29
2002 (a)
Net sales ....oocooreieririnrerienne $ 13,941,000 $ 17.854,000 $ 17,061,000 $ 16,403,000
Gross profit .....ccoocoevevieeenennn 3,087,000 4,150,000 3,726,000 2,567,000
Net income (1088)....ccoovvivrnne.nn (127,000) 718,000 509,000 (999,000)
Earnings (loss) per share:
Basic .o $ (0.06) $ 035 % 025 § (0.49)
Diluted ..o, $ (0.06) $ 034 3 023 % (0.49)
March 2 June 1 August 31 November 30
2001 (b)
Net sales oovevvvvriveirieriicnenee $ 15017,000 $ 18,308,000 $ 16,074,000 $ 17,099,000
Gross profit .....ccoccoevrrrennnnnn. 1,192,000 4,074,000 2,664,000 3,766,000
Net income (1088).......cccoeeeie. (2,329,000) 151,000 (842.000) 121,000
Earnings (loss) per share:
Basic .o $ (1.1d)  § 007 $ (041) $ 0.06
Diluted ..o $ (1.14)  § 007 $ (041) $ 0.06

(a) Sales in the first and third quarters of 2002 in Plymouth Tapes were reduced due to normal seasonal fluctuations.
In addition, sales for the first quarter of 2002 for Brite-Line Technologies were reduced due to the highly seasonal
nature of the highway market segment. Net loss for the fourth quarter of 2002 was due to lower margins at
Plymouth Tapes, resulting from higher raw material and overhead costs. Net loss for the first quarter of 2002 was
also increased due to lower margins at Brite-Line and lower margins on foreign sales.

(b) Sales in the first and third quarters of 2001 in Plymouth Tapes were reduced due to normal seasonal fluctuations.
Sales in the first quarter of 2001 in Plymouth Tapes were also reduced due to weak sales in the automotive market.
In addition, sales for the first quarter of 2001 for Brite-Line Technologies were reduced due to the highly seasonal
nature of the highway market segment. Net loss for the first and third quarters of 2001 was increased due to lower
margins at Plymouth Tapes, resulting from decreased production volumes from both lower sales and reductions
in inventory. Net loss for the first quarter of 2001 was also increased due to lower margins at Brite-Line and lower
margins on foreign sales.
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Item 9. Disagreement on Accounting and Financial Disclosure

None
PART III

Item 10. Directors and Executive Officers of the Registramnt

To the extent not included in Part I hereof, the information required by this item is hereby incorporated by reference
from the Company's definitive proxy statement pursuant to Regulation 14A, which proxy statement involves the election

of Directors and is expected to be filed with the Commission within 120 days after the close of the fiscal year ended
November 29, 2002.

Item 11. Executive Compensation

The information required by this item is hereby incorporated by reference from the Company's definitive proxy
statement pursuant to Regulation 14A, which proxy statement involves the election of Directors and is expected to be
filed with the Commission within 120 days after the close of the fiscal year ended November 29, 2002.

Item 12. Security Ownership of Certain Beneficial Owners and Management

The information required by this item is hereby incorporated by reference from the Company's definitive proxy

statement pursuant to Regulation 14A, which proxy statement involves the election of Directors and is expected to be
filed with the Commission within 120 days after the close of the fiscal year ended November 29, 2002.

Item 13. Certain Relationships and Related Transactions

The information required by this item is hereby incorporated by reference from the Company's definitive proxy
statement pursuant to Regulation 14A, which proxy statement involves the election of Directors and is expected to be
filed with the Commission within 120 days after the close of the fiscal year ended November 29, 2002.

Item 14. Controls and Procedures

(a) Disclosure controls and procedures. Within 90 days before filing this report, we evaluated the effectiveness
of the design and operation of our disclosure controls and procedures. Cur disclosure controls and procedures are the
controls and other procedures that we designed to ensure that we record, process, summarize and report in a timely
manner the information we must disclose in reports that we file with or submit to the SEC. Our disclosure controls and
procedures include our internal controls. Maurice J. Hamilburg, President and Co-Chief Executive Officer, Joseph D.
Hamilburg, Chairman and Co-Chief Executive Officer, and Joseph J. Berns, Vice President of Finance and Chief
Financial Officer supervised and participated in this evaluation. Based on this evaluation, Maurice J. Hamilburg, Joseph
D. Hamilburg, and Joseph J. Berns, concluded that, as of the date of their evaluation, our disclosure controls and
procedures were effective.

(b) Internal controls. Since the date of the evaluation described above, there have not been any significant changes
in our internal controls or in other factors that could significantly affect those controls.

PART IV
Item 15. Exhibits, Financial Statements, Schedules and Reports on Form 8-K
(2)1.  Financial statements filed as part of this report are listed in the index appearing on page 14.
(2)2.  Financial statement schedules required as part of this report are listed in the index appearing on page 14.
(2)3.  Exhibits required as part of this report are listed in the index appearing on pages 48 - 51.

(b) None
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

PLYMOUTH RUBBER COMPANY, INC.
(Registrant)

By JOSEPH J. BERNS
Joseph J. Berns
Vice President - Finance and Treasurer

Date: February 26, 2003

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the Registrant and in the capacities on February 26, 2003.

MAURICE J. HAMILBURG President and Co-Chief Executive Officer and Director
Maurice J. Hamilburg

JOSEPH D. HAMILBURG Chairman and Co-Chief Executive Officer and Director
Joseph D. Hamilburg

C. GERALD GOLDSMITH Director
C. Gerald Goldsmith

JANE H. GUY Director
Jane H. Guy
MELVIN L. KEATING Director

Melvin L. Keating

SUMNER KAUFMAN Director
Sumner Kaufman

EDWARD PENDERGAST Director
Edward Pendergast

DUANE E. WHEELER Director
Duane E. Wheeler

JOSEPH J. BERNS Vice President - Finance and Treasurer (Principal
Joseph J. Berns Financial Officer and Principal Accounting Officer)
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SECTION 302 CERTIFICATIONS

I, Maurice J. Hamilburg, President and Co- Chief Executive Officer of Plymouth Rubber
Company, Inc., certify that:

I have reviewed this annual report on Form 10-K of Plymouth Rubber Company, Inc.;

2. Based on my knowledge, this annual report does not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period covered
by this annual report;

3. Based on my knowledge, the financial statements, and other financial information
included in this annual report, fairly present in all material respects the financial condition, results of
operations and cash flows of the registrant as of, and for, the periods presented in this annual report;

4. The registrant’s other certifying officer and I are responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for
the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this annual report is being

prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures
as of a date within 90 days prior to the filing date of this annual report (the “Evaluation Date”);
and

c) presented in this annual report our conclusions about the effectiveness of the

disclosure controls and procedures based on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officer and I have disclosed, based on our most recent
evaluation, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons
performing the equivalent functions):

a) all significant deficiencies in the design or operation of internal controls which
could adversely affect the registrant’s ability to record, process, summarize and report financial
data and have identified for the registrant’s auditors any material weaknesses in internal controls;
and

b) any fraud, whether or not material, that involves management or other
employees who have a significant role in the registrant’s internal controls; and

6. The registrant’s other certifying officer and I have indicated in this annual report whether
or not there were significant changes in internal controls or in other factors that could significantly affect
internal controls subsequent to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

Date: February 26, 2003 Maurice J Hamilburg
Maurice J. Hamilburg
President and Co-Chief Executive Officer
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SECTION 302 CERTIFICATIONS - continued

I, Joseph D. Hamilburg, Chairman and Co- Chief Executive Officer of Plymouth Rubber
Company, Inc., certify that:

1. I have reviewed this annual report on Form 10-K of Plymouth Rubber Company, Inc.;

2. Based on my knowledge, this annual report does not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period covered
by this annual report;

3. Based on my knowledge, the financial statements, and other financial information
included in this annual report, fairly present in all material respects the financial condition, results of
operations and cash flows of the registrant as of, and for, the periods presented in this annual report;

4. The registrant’s other certifying officer and I are responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for
the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this annual report is being

prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures
as of a date within 90 days prior to the filing date of this annual report (the “Evaluation Date”);
and

c) presented in this annual report our conclusions about the effectiveness of the

disclosure controls and procedures based on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officer and I have disclosed, based on our most recent
evaluation, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons
performing the equivalent functions):

a) all significant deficiencies in the design or operation of internal controls which
could adversely affect the registrant’s ability to record, process, summarize and report financial
data and have identified for the registrant’s auditors any material weaknesses in internal controls;
and

b) any fraud, whether or not material, that involves management or other
employees who have a significant role in the registrant’s internal controls; and

6. The registrant’s other certifying officer and I have indicated in this annual report whether
or not there were significant changes in internal controls or in other factors that could significantly affect
internal controls subsequent to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

Date: February 26, 2003 Joseph D. Hamilburg
Joseph D. Hamilburg
Chairman and Co-Chief Executive Officer
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SECTION 302 CERTIFICATIONS - continued

I, Joseph Berns, Vice President-Finance and Chief Financial Officer of Plymouth Rubber
Company, Inc., certify that:

I have reviewed this annual report on Form 10-K of Plymouth Rubber Company, Inc.;

2. Based on my knowledge, this annual report does not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period covered
by this annual report;

3. Based on my knowledge, the financial statements, and other financial information
included in this annual report, fairly present in all material respects the financial condition, results of
operations and cash flows of the registrant as of, and for, the periods presented in this annual report;

4, The registrant’s other certifying officer and 1 are responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for
the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this annual report is being

prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures
as of a date within 90 days prior to the filing date of this annual report (the “Evaluation Date”);
and

c) presented in this annual report our conclusions about the effectiveness of the

disclosure controls and procedures based on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officer and I have disclosed, based on our most recent
evaluation, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons
performing the equivalent functions):

a) all significant deficiencies in the design or operation of internal controls which
could adversely affect the registrant’s ability to record, process, summarize and report financial
data and have identified for the registrant’s auditors any material weaknesses in internal controls;
and

b) any fraud, whether or not material, that involves management or other
employees who have a significant role in the registrant’s internal controls; and

6. The registrant’s other certifying officer and I have indicated in this annual report whether
or not there were significant changes in internal controls or in other factors that could significantly affect
internal controls subsequent to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

Date: February 26, 2003 Joseph J. Berns

Joseph Berns, Vice President-Finance and
Chief Financial Officer
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PLYMOUTH RUBBER COMPANY, INC.

SCHEDULE II

. RESERVES
ACCOUNTS RECEIVABLE
Accounts
Balance at Provision Charged to Balance
Beginning Charged Reserve, net at End
Deducted from assets: of Year to Income of Recoveries of Year
Allowance for doubtful accounts
Year ended November 29, 2002 ........... $ 422,000 $ 88,000 $  (113,000) $ 397,000
Year ended November 30, 2001 ........... $ 331,000 $ 101,000 $ (10,000) $ 422,000
Year ended December 1, 2000 ............. $ 369,000 $ (31,0000 $ (7.000) $ 331,000
INVENTORY
Balance at Provision Amounts Balance
Beginning Charged Charged to at End
Deducted from assets: of Year to Income To Reserves of Year
Inventory Reserves
Year ended November 29, 2002............ $ 408,000 $ 592,000 $ (370,0000 $ 630,000
Year ended November 30, 2001 ........... $ 482,000 $ 453,000 $ (527,000)0 $ 408,000
Year ended December 1, 2000 ............. $ 989,000 $ 576,000 $ (1,083,0000 $§ 482,000
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Exhibit
No.

PLYMOUTH RUBBER COMPANY, INC.

INDEX TO EXHIBITS

Description

4.1

4.2

43

4.4

4.5

4.6

4.7

4.8

4.9

4.10

Not Applicable.

Restated Articles of Organization -- incorporated by reference to Exhibit 3.1 of the Company’s Annual
Report on Form 10-K for the year ended December 2, 1994.

By Laws, as amended -- incorporated by reference to Exhibit 3.2 of the Company's Annual Report on Form
10-K for the year ended November 26, 1993.

Promissory Note between Plymouth Rubber Company, Inc. and General Electric Capital Corporation dated
December 29, 1995 -- incorporated by reference to Exhibit 4.8 to the report on Form 10-Q for the Quarter
ended March 1, 1996.

Master Security Agreement between Plymouth Rubber Company, Inc. and General Electric Capital
Corporation dated December 29, 1995 -- incorporated by reference to Exhibit 4.viii to the report on Form
10-Q for the quarter ended March 1, 1996.

Demand Note between Plymouth Rubber Company, Inc. and LaSalle National Bank dated June 6, 1996 --
incorporated by reference to Exhibit 2.1 to the report on Form 8-K with cover page dated June 6, 1996.

Loan and Security Agreement between Plymouth Rubber Company, Inc. and LaSalle National Bank dated
June 6, 1996 -- incorporated by reference to Exhibit 2.2 to the report on Form 8-K with cover page dated
June 6, 1996.

Amendment to Master Security Agreement between Plymouth Rubber Company, Inc. and General Electric
Capital Corporation dated February 19, 1997 -- incorporated by reference to Exhibit 4.6 to the report on
Form 10-Q for the quarter ended February 25, 1997.

Master Securit;/ Agreement between Plymouth Rubber Company, Inc. and General Electric Capital
Corporation dated January 29, 1997 -- incorporated by reference to Exhibit 4.12 to the Company’s report
on Form 10-Q for the quarter ended February 25, 1997.

Demand Note between Brite-Line Technologies, Inc. and LaSalle National Bank dated February 28, 1997
-- incorporated by reference to Exhibit 4.13 to the Company’s report on Form 10-Q for the quarter ended
May 30, 1997.

Loan and Security Agreement between Brite-Line Technologies, Inc. and LaSalle National Bank dated
February 25, 1997 -- incorporated by reference to Exhibit 4.14 to the Company’s report on Form 10-Q for
the quarter ended May 30, 1997.

Continuing Unconditional Guaranty between Brite-Line Technologies, Inc. LaSalle National Bank dated
February 25, 1997 -- incorporated by reference to Exhibit 4.15 to the Company’s report on Form 10-Q for
the quarter ended May 30, 1997.

Amendment to Loan and Security Agreement between Plymouth Rubber Company, Inc. and LaSalle

National Bank dated May 7, 1997 -- incorporated by reference to Exhibit 4.16 to the Company’s report on
Form 10-Q for the quarter ended May 30, 1997.
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Exhibit
No.

PLYMOUTH RUBBER COMPANY, INC.
INDEX TO EXHIBITS

(Continued)

Description

4.11

4.12

4.13

4.14

4.15

4.16

4.17

4.18

4.19

4.20

9.1

9.2

10.1

Continuing Unconditional Guaranty between Plymouth Rubber Company, Inc. and LaSalle National Bank
dated March 20, 1997 -- incorporated by reference to Exhibit 4.17 to the Company’s report on Form 10-Q
or the quarter ended May 30, 1997.

Public Deed which contains the loan guaranteed by mortgage and granted between Plymouth Rubber Europa,
S.A. and Caja de Ahorros Municipal de Vigo, Banco de Bilbao, and Vizcaya y Banco de Comercio dated
April 11, 1997 -- incorporated by reference to Exhibit 4.18 to the Company’s report on Form 10-Q for the
quarter ended May 30, 1997.

Corporate Guaranty between Plymouth Rubber Company, Inc. and Caja de Ahorros Municipal de Vigo,
Banco de Bilbao, and Vizcaya y Banco de Comercio dated April 11, 1997 -- incorporated by reference to
Exhibit 4.19 to the Company’s report on Form 10-Q for the quarter ended May 30, 1997.

Promissory Note between Plymouth Rubber Company, Inc. and General Electric Capital Corporation dated
December 3, 1997 -- incorporated by reference to Exhibit 4.14 to the Company’s Annual Report on Form
10-K for the year ended November 27, 1998.

Promissory Note between Plymouth Rubber Company, Inc. and General Electric Capital Corporation dated
April 13, 1998 -- incorporated by reference to Exhibit 4.15 to the Company’s Annual Report on Form 10-K
for the year ended November 27, 1998.

Promissory Note between Plymouth Rubber Company, Inc. and General Electric Capital Corporation dated
November 12, 1998 -- incorporated by reference to Exhibit 4.16 to the Company’s Annual Report on Form
10-K for the year ended November 27, 1998.

Promissory Note between Plymouth Rubber Company, Inc. and General Electric Capital Corporation dated
November 25, 1998 -- incorporated by reference to Exhibit 4.17 to the Company’s Annual Report on Form
10-K for the year ended November 27, 1998,

Amendments to Loan and Security Agreement between Plymouth Rubber Company, Inc., and LaSalle
National Bank dated July 15, 1998 and February 18, 1999 — incorporated by reference to Exhibit 4.18 to the
Company’s Quarterly Report on Form 10-Q for the quarter ended February 26, 1999.

Amendment to Loan and Security Agreement between Brite-Line Technologies, Inc., and LaSalle National
Bank dated February 18, 1999 - incorporated by reference to Exhibit 4.19 to the Company’s Quarterly
Report on Form 10-Q for the quarter ended February 26, 1999.

Promissory Note between Plymouth Rubber Company, Inc. and General Electric Capital Corporation dated

June 29, 1999 — incorporated by reference to Exhibit 4.20 to the Company’s Quarterly Report on Form 10-Q

for the quarter ended August 27, 1999.

Voting Trust Agreement, as amended, relating to certain shares of Company's common stock -- incorporated
by reference to Exhibit 9 of the Company's Annual Report on Form 10-K for the year ended November 26,
1993.

Voting Trust Amendment Number 6 -- incorporated by reference to Exhibit 9.2 of the Company’s Annual
Report on Form 10-K for the year ended December 2, 1994.

1982 Employee Incentive Stock Option Plan -- incorporated by reference to Exhibit 10.1 of the Company's
Annual Report on Form 10-K for the year ended November 26, 1993.
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Exhibit
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INDEX TO EXHIBITS

(Continued)

Description

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

11

12

General Form of Deferred Compensation Agreement entered into between the Company and certain officers
-- incorporated by reference to Exhibit 10.2 of the Company's Annual Report on Form 10-X for the year
ended November 26, 1993.

1992 Employee Incentive Stock Option Plan -- incorporated by reference to Exhibit 10.4 of the Company's
Annual Report on Form 10-K for the year ended November 26, 1993.

1995 Non-Employee Director Stock Option Plan -- incorporated by reference to Exhibit 4.3 of the
Company’s Registration Statement on Form S-8 dated May 4, 1995.

1995 Employee Incentive Stock Option Plan -- incorporated by reference to Exhibit 4.4 of the Company’s
Registration Statement on Form S-8 dated May 4, 1995.

Sales contract entered into between the Company and Kleinewefers Kunststoffanlagen GmbH -- incorporated
by reference to Exhibit 10.6 of the Company’s report on Form 10-Q for the quarter ended February 28, 1997

Second Modification Agreement between Plymouth Rubber Company, Inc. and General Electric Capital
Corporation --incorporated by reference to Exhibit 99.2 of the Company's Current Report on Form 8-K dated
December 16, 2003

Security Agreement by and between Plymouth Rubber Company, Inc., General Electric Capital Corporation,
The CIT Group/Equipment Financing, Inc. and Banknorth, N.A. Corporation --incorporated by reference
to Exhibit 99.3 of the Company's Current Report on Form 8-K dated December 16, 2003.

Patent Security Agreement by and between Plymouth Rubber Company, Inc., General Electric Capital
Corporation, The CIT Group/Equipment Financing, Inc. and Banknorth, N.A. --incorporated by reference
to Exhibit 99.4 of the Company's Current Report on Form 8-K dated December 16, 2003.

Trademark Security Agreement by and between Plymouth Rubber Company, Inc., General Electric Capital
Corporation, The CIT Group/Equipment Financing, Inc. and Banknorth, N.A. --incorporated by reference
to Exhibit 99.5 of the Company's Current Report on Form 8-K dated December 16, 2003.

Modification Agreement between Plymouth Rubber Company, Inc. and Banknorth Leasing Corporation
--incorporated by reference to Exhibit 99.6 of the Company's Current Report on Form 8-K dated
December 16, 2003.

Mortgage and Assignment of Leases and Rents by Plymouth Rubber Company, Inc. to and for the
benefit of General Electric Capital Corporation, The CIT Group/Equipment Financing, Inc. and
Banknorth, N.A. --incorporated by reference to Exhibit 99.7 of the Company's Current Report on Form
8-K dated December 16, 2003.

First Modification to Mortgage and Assignments of Leases and Rents to and for the benefit of General
Electric Capital Corporation, The CIT Group/Equipment Financing, Inc. and Banknorth, N.A. --
incorporated by reference to Exhibit 99.8 of the Company's Current Report on Form 8-K dated
December 16, 2003

Not Applicable.

Not Applicable.
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INDEX TO EXHIBITS

Brite-Line Technologies, Inc. (incorporated in Massachusetts) and Plymouth Rubber Europa, S.A. (organized

under the laws of Spain).

Consent of Independent Accountants.

Exhibit

No. Description

13 Not Applicable.
15 Not Applicable
16 Not Applicable.
18 Not Applicable.
19 Not Applicable
21

22 Not Applicable.
23

24 Not Applicable.
27 Not Applicable.
28 Not Applicable.
29

Not Applicable.

(Continued)
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SHAREHOLDER INFORMATION

Corporate Headquarters
Plymouth Rubber Company, Inc.
104 Revere Street
Canton, Massachusetts 02021
Telephone: (781) 828-0220

Fax: (781) 828-6041

Subsidiaries
Brite-Line Technologies, Inc.
Denver, Colorado

Plymouth Rubber Europa, S.A.
Porrifio, Spain

Annual Meeting of Shareholders

The annual meeting of shareholders will take
place at 9:00 A.M., Friday, April 25, 2003

at the Conference Center, 2nd Floor,

53 State Street, Boston, Massachusetts

Transfer Agent

American Stock Transfer and Trust Company
Shareholder Service

40 Wall Street

New York, NY 10005

Telephone: (800) 937-5449

Counsel

Friedman and Atherton
53 State Street

Boston, Massachusetts

Independent Accountants
PricewaterhouseCoopers, LLP
160 Federal Street

Boston, Massachusetts

Form 10-K Report
Shareholders and others wishing a copy of the
text of the Company’s 2002 Form 10-K (without
exhibits) filed with the Securities and Exchange
Commission in Washington, D.C. can receive
it without charge by addressing a request to:
Vice President — Finance
Plymouth Rubber Company, Inc.
104 Revere Street
Canton, Massachusetts 02021
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